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PREFACE 


Since the beginning of the machine age, industry has passed 
through many changes. The principal result has been the 
modern corporation and its organization of production. One 
of the chief problems which its development has presented is 
with respect to the status of the individual employed and his 
compensation. 

For many years occupational classifications including defi- 
nitions and salary schedules have been in use in civil service 
institutions as means to orderly treatment of the problem. 
Until the last few years, however, they were uncommon in 
industry. It has been generally taken for granted that salaries 
and wages are just the prices or “going rates” paid in a com- 
munity for labor of various kinds. 

Reflection upon the situation discloses that the “going rate” 
theory of wages in modern industry is obsolete in every exact 
sense. People work, not in industry at large, nor as classes of 
workers, but as individuals employed in enterprises. In each 
enterprise they work in specialized jobs, not in competition but 
in cooperation by organization. The enterprise is a self-con- 
tained, self-sustaining entity of production. Organizations are 
developed differently and some are more prosperous than 
others. Their jobs differ and individuals must be trained 
within an organization to fill their jobs efficiently. They must 
be encouraged to retain them and develop themselves if the 
enterprise is to be conducted economically and compete with 
others. Realizing these circumstances we cannot wonder why 
“going rates” are not to be found in any exact sense. 

The problem therefore reverses itself largely from an ex- 
ternal to an internal inquiry. We must know our own busi- 
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ness— what arc the jobs of all of the peop’e in it, bow should 
ihc> be evaluated, and how should standards of compensation 
be established with respect to the-c evaluations, individual com* 
petencies, and the income available for distribution via the 
pavroll? These arc the basic question* in payroll administra- 
tion It is largely a problem of determining standards for our- 
selves instead of attempting to follow others \\ c must ac- 
cordingly develop a plan of pavroll distribution for ourselves, 
and pavroll administration is the development and application 
of such a plan 

A good many pertinent facts and principles are now estab- 
lished which can be applied profitably in the work if they arc 
known Until fifteen vears ago no scientific principle for job 
evaluation lud been advanced In my own work I applied the 
principle according to whiih human work in an organization 
in Wing specialized and divided among individuals is consigned 
to different levels or degrees of scope, a common ba«is of dis- 
tinction marking differences in responsibility and achievement. 
From time to time since 1922 1 have written articles on payroll 
administration setting forth this basis of evaluation and pre- 
sented papers at various management conferences. The re- 
quests for them, the consultations which they have brought 
about, and the contributions ct others in the field have shown 
a widespread and grow ing interest in the work. In fact, during 
the last few vears it ha-, become a subject of first importance 
in programs of busine-s and industrial management, ft there- 
fore seems desirable to assemble my material and develop it as 
a vvoiking manual The practice outlined pertains to the prob- 
lem^ in general, not as carried on in any particular company lint 
as it may be followed in any company by adaptation to its 
particular conditions. 

I am indebted to mv associates in the Philadelphia Electric 
Company for their cooperation in developing material which 
has been used. Dr. M. S. Viteles. Director of Personnel Pc- 
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search and Training, has given valuable criticisms and material 
and I have made use of his book “Industrial Psycholog)-.’’ 
Mr. George L. Harvey, Jr., Assistant Director of Employment, 
constructed some of the forms and figures. Others have par- 
ticipated in developing procedures. 

J. O. Hopwood 

Philadelphia, Pa. 

January, 1937. 
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CHAPTER 1 


INTRODUCTION 

During a strike of longshoremen in New York City many 
years ago a congressional investigation of conditions was held 
in Washington. During the proceedings a prominent financier 
was asked the question, “Do you think ten dollars a week enough 
for a longshoreman?” His answer was, “I guess it’s enough 
if he’ll take it.” Is the Price he will take the measure of value 
of a man’s work and the basis of the industrial structure in a 
free society? 

In his “Wealth of Nations,” Adam Smith, at the threshold 
of the industrial revolution in 1776, shows that exchange gives 
rise to division of labor and that the extent of the market limits 
the extent of the division of labor. This was when the indus- 
trial revolution — the machine age — began and the principle still 
holds good but the industrial revolution brought us to and 
across the threshold of Industrial Organization. Some in- 
dividuals still do sell their labor from day to day in the open 
market but most people have places in enterprises whose inter- 
ests require their continuance in service and their growth and 
development in it. They are then essentially out of the open 
market. 

This situation affords opportunity to meet best the interests 
of all concerned — the investors, the workers, and the com- 
munity at large. It is a situation in which managers are con- 
cerned not only in the mechanics of production and doing 
business. They have responsibilities much larger in organizing 
and directing large numbers of people of a community for serv- 
ice to the community and satisfaction to themselves with satis- 
factory profits to the investors as well. This is true whether 
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it be in producing food, clothing, steel, transportation, power 
and light, entertainment, or whatnot. To ignore any one of 
these responsibilities w ould be disastrous to the enterprise. 

In a free society industrial organization is a natural process. 
It begins without conscious direction on the basis of exdiange. 
Individuals gravitate together in exchange of commodities and 
sen ices because experience has revealed this as the way to 
intensify effort and as the course of least resistance. Conscious 
direction or management as we usually recognize it is not in- 
volved in the simplest unions of individuals. 

Successful producers, however, find that extension of their 
work requires the atd of helpers and division of labor in an 
enterprise then begins under conscious direction. Here organ- 
ization takes an upward step. Industry for a long time was 
made up of simple enterprises and during these early days the 
relationship of master and servant was firmly established by 
custom and written into law 

The world moves on by development in organization. This 
is true in industry as well as in every other phase of existence. 
It has produced the modern corporation. In the later years 
development has been so rapid that ideas of human labor rela- 
tions have not kept pace with it. This is in spite of the fact that 
in practice most people do not change their jobs frequently in 
the open labor market but advance b> internal adjustments and 
promotions. Conditions of employment are not what they once 
weie and many troubles are because of old ideas and traditions 
which do not conform with modem organization relations. 

The proprietor has become the companv and when we speak 
of the company as a proprietorship we mean, of course, the 
stockholders. This is its entity, legally — the corporate organ- 
ization, but when we speak of the work of the company or 
the size of the company we include its employees and when 
we consider its organization it is usually the employee organ- 
ization which is thought of The company, as a producing 
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organization is the hod)' of people employed by the corporate 
organization. 

The circumstances tinder which people work are so variable 
and complex as to challenge any philosophy of labor but a 
philosophy or a theory we must have and always do have, right 
or wrong, either as employers or employees. The idea of 
“theory” is distasteful to “practical" men but the practical man 
always has a theory whether he knows it or not. To work by 
a true theory or science is to be on the right track. Engineering 
is application of science to industry and it has been truly said 
that every art has a corresponding science — a basis of estab- 
lished and systematic knowledge. Activity which has no such 
basis of knowledge is promiscuous. 

Most of our dealings with regard to labor have been promis- 
cuous in character with results of the kind which could be 
expected of promiscuous dealing. We always have had a phi- 
losophy’ or a theory but usually without much science. 

Science in human organization has been later in developing 
than in the field of mechanisms. In recent years, however, many 
scientific facts and principles of human nature and organiza- 
tion have been established which can be applied in administra- 
tive work but the}' are not widely known. To know them 
means to have a better idea of industrial organization than the 
idea of just the boss, the man, the job and the labor market. 

As the process of organization advances and is understood 
the price aspect of labor changes. The individual becomes a 
participant in the enterprise and compensation for labor has a 
greater significance in the distribution of income than just cost 
to investors. In the following diagram of income distribution 
the sector of the income dollar disbursed for labor cannot be 
reduced beyond judicious limits by expansion of the sector dis 
bursed as profits without serious reactions affecting profits. A 
delicate balance must be maintained between these two sectors 
and the disbursements for labor must be apportioned according 
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as individuals take part in tlic work of the enterprise. If not, 
serious reactions on this account will occur, 
v ^rnmisenom treatment is costly in a highly organized enter- 
prise. The price he will take is not the true measure of value 
of a man’s work and docs not act alone as the basis of an indus- 



trial structure w Inch is highly organized. In order to meet ami 
maintain the requirements of a high degree of organization a 
plan of payroll distribution is necessary and it must be demo- 
cratic.N^" 

The Small vs. The Large Company. — Most people keep 
their personal accounts in their heads. The small business man 
often does the same thing to a surprising degree but it leads to 
a downfall if a business is attempting to reach considerable 
proportions Likewise in the small plant, the boss knows all 
the men, all the equipment, all of the operations, the material, 
the finished stock, etc. Like the business man, he reaches his 
limit before the enterprise can attain larger proportions. When 
things get large, details are lost in a fog if they are not dele- 
gated as special responsibilities to somebody. 
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In an enterprise of several hundred persons, a manager can 
hardly know well all of the individuals — -what they are doing 
and how they are being taken care of on the payroll. The 
office manager may be looking after the payroll with the help 
of the foremen ; but how ? It would be timely to take an inven- 
tory of the organization and learn the facts about the things the 
people in it are doing in the scheme of production and how they 
stand on the payroll with respect to it. Such an inventory is 
likely to show that a better order of affairs can be established. 
This is true of a small organization as well as a large one. 

Are the names on the payroll properly identified with the 
work which the individuals are doing? Is there any means 
of preventing jobs of the same kind from being designated dif- 
fercntly or of preventing like designations for jobs of different 
kinds? Are there any established standards of compensation to 
keep pay rates within proper bounds for the various grades of 
work — minimum as well as maximum? Are service records 
being kept for employees to show for each individual the com- 
plete and continuous history of his service and rates of compen- 
sation while employed in the company ? These questions in just 
a casual review reveal something of the state of affairs. 

Orderliness is not automatic. We cannot afford to take 
too many things for granted. In many organizations, various 
plans for employee conferences with their managers, including 
consideration of these questions, have been put into effect. 
Some are formal and some informal in character. However 
this may be, the necessity of a meeting of minds has brought 
about the movement. In the smaller organization it is usual!)’' 
taken for granted that managers and their men are so close that 
there is no necessity for any particular measures to be taken to 
bring them closer and put the house in order. An inventor)’ of 
the organization even of casual character cannot fail to show 
many inconsistencies and shortcomings if no measures exist to 
provide against them. 
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In processing, even in “one-man” enterprises, the necessity 
of finding, understanding and using the most fruitful ways and 
means of doing things is fully realized by those who succeed. 
The same thing is soon realized with respect to accounting m 
a business which grows and likewise with respect to sales. As 
the payroll grows bejond meager proportions something more 
than the names and pay rates of the employees is needed. Seg- 
regations with respect to kinds of jobs, departments of work 
and accounts must be made. Thus we soon arrive at job clas- 
sification in some form as a practical necessity. 

With more growth, we begin to count the individuals by 
hundreds. The work becomes more complex. Several per- 
sons arc now engaged in work which one person formerly did 
but not with equal responsibilities. Gradation takes place. 
The entire body of people in the enterprise is spread out into 
more space — more rooms, and then more buildings. The indi- 
viduals ha\e become separated and far apart. 

As the progression goes on, lias any one in the management 
taken to himself or been assigned the responsibility of knowing 
the organization from an over-all point of view— of making 
real distinctions among tile people according to w-liat they arc 
actually doing instead of superficial ones; of reflecting these 
upon the payroll and of providing means by which the individ- 
uals will realize it and know what they want to know and should 
know about the problems and objectives of the company, the 
progress it is making and their individual relations with these 
things ? This becomes a necessity. 

In labor relations, therefore, just as in processing, account- 
ing and sales, we soon reach a point in the progression beyond 
which it is necessary to find, understand and use the most fruit- 
ful ways and means of doing things if we are to be successful. 
In the smaller organization as well as in the larger one the indi- 
viduals must discover by experience whether or not their best 
interests swt wtegnl •kit tnterprixe and its destiny fheirs. 



CHAPTER 2 


PAYROLL ADMINISTRATION AND LABOR 
RELATIONS 

Payroll administration is the direction of distribution of 
income, in so far as it pertains to the payroll, according to a 
plan. Any real plan comprehends a system or orderly way of 
doing things. We can safely say that payroll administration 
represents a positive movement toward systematic treatment 
of the problem of payroll distribution which has been due for a 
long time. It is no panacea for the difficulties which arise in 
labor relations but it offers the means of getting on the right 
track to meet many of them and has large possibilities. As we 
are using the term here and according to any fair interpretation 
of its meaning, payroll administration is a procedure not for 
dealing with people as masses but for reaching the individual 
in the mass. Nor does it mean standardization of rates of pay. 
It means, rather, the development of standards according to 
which individuals should be paid. 

Aspects of Labor. — There are various aspects of labor ac- 
cording to which the problem must be met because of the fun- 
damental nature of labor. Labor is not furnished in mass. It 
is the work of individuals and the various aspects of its nature 
may be considered, comprehensively, as the economic aspect, the 
human nature aspect, and the organization aspect. According 
to the economic aspect alone, a man’s labor is like a ton of coal 
but we cannot deal with it as we deal with a ton of coal. Like 
a ton of coal, it is measurable as to quantity and quality and it 
has a price ; but labor is the work of human beings and we must 
deal with human beings according to their nature. Moreover, 
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most human beings work in enterprises-not in the community 
or an mdustry at large hu, in separate organizations of 
product, on and we must deal with them as members of these 
organizations. 
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The organization aspect of labor strengthens and clarifies 
our concept of this condition. According to this aspect, the 
individual works as a member of a definite body of people who 
carry on the work of an enterprise for the production of some- 
thing jointly, dividing the labor among themselves but inte- 
grated and cooperating together as a whole. An organization 
is a cooperative structure. It is just the opposite of division by 
economic classes such as “Management” and “Labor” and by 
social class or caste. According to this aspect of labor, even' 
individual occupies a definite position or job in the scheme of 
the whole with which he must be identified. In the work of 
the whole his job has a status, relative scope or level, and equity 
requires that differentials in compensation should conform to 
the differentials between the levels of work in the organization 
as a whole. The organization aspect of labor thus exhibits 
oneness — people in positions or jobs in an integrated pattern, 
whether managers or routine workers. It shows gradation in 
authority and level of work but no cleavage into the two oppos- 
ing groups of management and labor or employer and employee 
as shown by the economic aspect. All are workers and the pay- 
roll problem according to the aspect of organization is internal 
rather than external to the enterprise. 

Fair-mindedness. — It is not fair to say that executives who 
admit the aspects of labor other than the economic into their 
calculations are just benevolent employers. One is not benevo- 
lent because he is fair-minded. Payroll administration is an 
expression of fair-mindedness. It has come into prominence 
as a means of reconciling the different aspects of labor and 
bringing order out of chaos with respect to salaries and wages. 
It is being realized more and more, in business enterprises, that 
a strong payroll position is an asset of first importance and that 
its acquisition is more than a matter of bargaining. It is true 
that the payroll as it is in any going concern represents agree- 
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ment in some measure between people employed and their man- 
agers but harmony in labor relations requires more than mere 
agreement or compromise. It presents a problem for thorough 
analytical treatment and resolution to terms which appeal to 
all rational minds. 

Analytical Treatment. — 1{ we have an engineering prob- 
lem we assign it to engineers. I f we have an accounting prob- 
lem we assign it to accountants. So with the payroll problem ; 
in dealing with it ne are concerned with principles of economics, 
human nature, and organization and it cannot he left for treat- 
ment by people at random. It must be thought through in the 
light of scientific know ledge as is true of a problem in any other 
technical field. The problem then becomes less controversial 
and the labor contract less a matter of conscious concern than 
is the case when the treatment is promiscuous. When condi- 
tions are satisfactory in our work we hardly know that we have 
a contract. To be contract-conscious is to foster trouble in any 
human relation 

Analytical treatment of the payroll problem is a process which 
prepares the way for rational dealing by eliminating muddled 
thinking and creating a situation which is simple and clear 
enough to be accepted by fair-minded persons. The individuals 
affected are not concerned with the details of analysis but with 
the results, which can be presented to them in language of their 
understanding, individually and collectively. 

The Going-Rate” Obsolete. — For a long time labor prob- 
lems have been approached almost entirely from the economic 
aspect. It has been taken for granted that salaries and wages 
merely represent the price of labor as a commodity according to 
supply and demand It was the teaching of the earlier econo- 
mists and still is taught by many. The “going-rate” is a com- 
mon synonym of “market rate.” “What are you paying for 
labor 5 ” is a comnuHxq^foa wwA some companies make a prac- 
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tice of circularizing others with questionnaires asking for the 
rates being paid in lists of jobs in an endeavor to find the 
“going-rates.” It may be worth while to know how our rates 
compare with the rates of other companies if such knowledge 
can be even approximately obtained but the most significant fact 
revealed in the reports of these investigations is the wide varia- 
tion of rates being paid to individuals in jobs of the same name, 
sometimes as much as 75% or even 100%. 

There are several good reasons for this situation. More 
than a decade ago, when we took up the problem in our own 
company, it was regarded as a simple undertaking to collect rates 
and make comparisons but a number of questions were soon 
raised. In attempting to answer us, how would others know 
the meaning of our job names? The}’ were not definitely 
known among our own people and, if they were, how could they 
be clear to others? Moreover, would jobs in other organiza- 
tions match up with ours and, if they did, should it be assumed 
that our rates should be the same? 

Even for work which is more or less standard in character 
a wide range of rates is found among enterprises whether they 
are in the same community or not. It is not difficult to under- 
stand why this is true. Individuals in jobs today must be 
trained through a considerable period of time and thoroughly 
adapted to their work and the particular situations in the enter- 
prises which employ them. It pays to keep them at their work 
with satisfaction to themselves and out of the labor market. 
As merited, their rates are advanced from time to time without 
force. Justice is compatible with good business. Few per- 
sons, therefore, can duplicate their salaries elsewhere when 
they find themselves out of jobs. All this means that, uncon- 
sciously, the human nature and organization aspects of labor 
have been modifying our practices as modern enterprises have 
been developing. We are getting away from anything like a 
real market rate which requires mobility or turnover among 
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employees for its existence and is concerned only with bargain- 
ing according to the economic aspect of labor. 


Equitable Kates— Accordingly, a different idea as to tvhat 
salanes and Mages should represent has lately come into promi- 
nence It is that rates of compensation to individuals employed 
in an enterprise should be coordinated and that earnings, indi- 
ndually and collectively, should represent cqmtablc participation 
m the distribution of income from production, rather than just 
the price which the individuals can get for their labor. This 
idea requires consideration of the organisation relations of indi- 
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improvements in methods and machines are well known in 
this respect, in both plant and office. Moreover, the earnings of 
individuals throughout the organization may be high and their 
efficiency such that cost per unit of product is low. Wages, 
therefore, have a price aspect but they are very different from 
prices of commodities. 

Salaries and wages in an enterprise may be higher per indi- 
vidual than in a competing enterprise but unit cost of production 
may be lower. Industry has advanced by this state of affairs. 
It permits well-paid individuals to buy. supporting purchasing 
power in the community, and lowers the profitable price level 
which does the same tiring. Thus business and employment 
are extended in continuous succession. Industrial extension 
and development requires these conditions as well as the possi- 
bility of investing capital and doing business with confidence in 
the stability' of values. Creating employment is not a process 
of sharing work. It is in extending enterprise with a fair profit 
to investors and a fair Share to workers in the distribution of 
income rather than at the price of their labor. 

Philosophy of Labor Relations. — With regard to any ques- 
tion we always have a philosophy which determines our atti- 
tude and course of action. Our philosophy of labor relations 
for a hundred and fifty' years has remained static as compared 
with the mechanistic development of industry. We have been 
familiar with industry as carried on by proprietors (‘‘masters ) 
and their employees (“servants”) for so long that we can 
hardly think of it as anything but people of one social-economic 
class working for those of another with different interests. W e 
hear endless discussion about the “workers” as a class or 
“ species ” different from the rest of us and of “management a> 
a class of people — the employer class; all so different class 
against class. Volumes of statistics about the classes, particu- 
larly the “workers,” are incessant. The pattern of labor rela- 
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of individual participation in accomplishment and its returns in 
every enterprise. Classifications for real distinctions must be 
based upon fundamental or real differences. 

In nature we are born as individuals to live free and make 
our own way. In society it is still the individual who lives, not 
the group or the class, and freedom to work and possess or 
enjoy what he can make fairly in the environment he can find 
are still his native rights. They are native because they are 
largely indispensable to life itself. In society, government for 
the people protects these rights against unjust aggression such 
as class legislation which in all of its forms tends to curtail 
them unjustly. In the organization which constitutes an enter- 
prise we are still individuals and management must function 
with respect to these same native rights — each to share in dis- 
tribution as in contribution to the work of the whole. This 
principle is fundamental to the prosperity of the individual and 
the enterprise and, therefore, of society. 

The age-old problem of mankind and our problem now is to 
reconcile individualism and collectivism — to preserve the free 
life of the individual in the life of the group. It is the problem 
of government in society and the problem of management in 
ever)' enterprise in industry. The common fault is to lose sight 
of the individual in the mass. The tendency of the human 
mind in dealing with human problems is to consider people as 
social-economic classes and its tendency is to respond to this 
treatment with the feeling of class-consciousness. So it results 
in a general class philosophy and struggle of class against class 
in society and in industry. We deal with the abstract super- 
ficial class instead of the concrete real individual. 

The pattern of labor relations according to the old philosophy 
is very different in character from the pattern of the actual pro- 
duction relations of people in modern industry. Production in 
society is not according to social or economic classes and not 
by people employed at large as a unity. Unity is not a character- 
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isfc of the industrial world at large. Division of labor in 
soc.ety at large or the business world is not highly integrated, 
rea sense. t is subject only to economic laws and limited 
regulat.on by government, trade associations, and a few other 
f™' •“? The '-' « no common man- 

regardless ln / n UStr> ' ** br £ e or ,n any Particular industry, 
tl bevoL h E ° VCrnm " t ° r °‘ her I" a teal sense, 

in lower WehT” N<*her are any activities 

out industry f" m . at ' asenlem carried on in common througli- 

in lower levels and unm. '> " man agement and activities 

of production !ome!n J^ 0 "™ 'f sou ™ s — self-contained units 
after its 0™^ ’ T ' od “nditi°n and others not. Each is 
its own risk In each »?“ °! ' Is .°" n initiative and at 
participating i„ a division oMab^ bo<I y ° f people all 

to work together as a whole Th ■' Spma l'*" 1 and integrated 
of which is essential tn ♦ ,s ,s organization, the principle 
relations. The princinl 3 ° f , natural Philosophy of labor 

compromise between clas. ° ° rgan,zat,on and not tlie idea of 

and efficient labor re h»‘ * °- pe ° p,e must be tl,e basis of stable 

mechanistic relations in^oduction^' 35 h 

Organization is a system r.f 

together. It involves the sne ■ , COOperation *<> do somctlling 
different kinds and their ■ P ! M,lon of "uric into jobs of 
one management. The » e ^|" at,on or unity as a whole with 
the whole are interdependem™^ J tl,roughoitt ‘he system of 
according to the status of t * m . p ™ ductlon * ea ch participating 
The output is the jield of th.” 5 J ° b 3nd hls P rofi ciency in it. 

: ith of t I]e Lpit^,™ r vices ° f * together 

perpetuating institution nf w A Soing concern is a self- 
service and employment in the com- 
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munity — a source of income lo all of its participants rather than 
a mere money-making establishment of investors of capital. 

Even- manager is constantly asking for cooperation but it 
is foolish to expect it without corresponding satisfactions to the 
individuals concerned. If the organization were a machine 
this might be realized but as its units are human beings it is 
unreasonable. Thus we have the human nature aspect of labor 
as a vital consideration involving the organization aspect. Par- 
ticipation in operations requires corresponding participation 
in the returns and its realization. Organization of human 
beings requires not only their correct placement for participation 
in operations but also provision for their nurture according to 
their participation — corresponding participation in the returns ; 
that is, the principle of organization with regard to human 
beings comprehends the principle of equity. The individual 
must be nurtured according as he participates in the work of 
the whole. What is good for the whole must necessarily be 
good for the individual. The question is not “What are we 
doing for our employees?’’ but “Are we all participating in the 
returns according as we participate in the operations of the 
enterprise ?” 

In the final analysis, management is not a group of people 
apart from and employing others. It is activity in the higher 
levels of anj- of the classes of functions in the organization 
(see Table I). Labor, as we are using the term, likewise, is 
not a class of people different from others. It is human activity 
in the organization, all of it or any of it, and every individual 
who receives compensation through the payroll is an em- 
ployee and a worker whether he is a manual worker, an office 
worker, a manager, or in any other category. All are producers 
because the organization produces commodities or sendees as 
a whole and each individual has a part in it. In every enterprise, 
the people who constitute the organization participate as indi- 
viduals, not as classes. An individual who handles materials 
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or tools is a worker but no more so than one who uses a draw- 
ing board or works in the office. Mechanical operations, ac- 
counting operations, commercial operations, etc., all deal with 
the product but from different aspects. Economies in any of 
them equally affect the cost of production as a whole. In reality 
there are no unproductive workers unless they are unnecessary 
persons who should be eliminated and there is no difference 
between office and plant with respect to the principles involved 
in labor relations, nor between salaries and wages as compensa- 
tion to individuals employed. The same principles relate to all 
individuals alike and the same plan of distribution of income 
through the payroll should apply to all. 

In a well-organized enterprise, executives are leaders, not 
Sv?’ “ d Sub ° rdmates are Participants, not servants. Even- 
HaS ****** with some responsibility in operations 
f . C . CUSt y of P ro perty. He is in the organization and 
noshinn u ? T*™ 5 f °r it, and his realization of this 

Lmlhrn'T s " h0lC atti,Ude ,0ward operation and ac- 
S , A other, bo, he is note the 

nro«m '° priors and, finally, ,o the 

sxt xs&r th5 rrai ™ - ■ 

Fedt h ; jS'fX,: £ ' V f °" Stt " *■>"»* 27, .935, 

lntions. He said ' " pr ' Ked ll,is id “ ° f hb ° r 

consequent »» ’ 1 Pr . oductlon ln quantity and quality with 
theti^cooperaLn of i ""' divid ' , ' ds ’ dt I’ ,!nds ”P°" • W' 

management (manner, v ,sfactor >’ to both workmen and 

"omic balance of P^r» £2^,7''™ Pr ° We ’ n °‘ 

The theory of a balance f *** agamst the P°"' er of “pta*- 
powers, is based upon ° r ° f ba,ancIn S opposing 

versity of interest. T1 • • Umpt,on °* a n inevitable and di- 
is the traditional old world theory. 
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It is not tiic 20 llt Century American theory of that relation as 
dependent upon mutual interest, understanding and good will." 

If tiic concept of unity in organisation as see see it in the 
organic world could he aci|Uircd in the treatment of social and 
industrial problems, conditions would lie different. Unite in 
organization „ a natural law It cannot I* nullified by man, 

HiZ 1 r ! tU> ' for the ind,:M tlw general scheme 

without loss of identic and u, thorn net loss to 1,1m but. rather, 
a ffam in tlu- frmti ,,f l,„ M„ r 

The old philosophy nee er included this concept. It contends 

from .hotof ae- °V'^” 'f tr 

to tlu* • 0,1 f profits in a business, according 

“ ~ “«"■ »'»"c. ttnd cannot he reconciled 

live wanes - .7 P*c, “re con, pc, i- 

'"cory of labor' " —I’"’— 1 ’ 

caisu'among Sic ai TT' '' a ' C °'" tcli ' io " ,or 1° do 

by them Ammm end that i, cheeks unreasonable demands 

petititT societvTtdt rtts'ar '^ S ""l’ htar «#"*•*- h con,, 
are cooferanno uiih ? tnAy com I*' i{! 'c but when they 
jointly with the sal antI SC " ! "« something 
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which is producing and sellin "if ,?*" 1 ™ lC ? r '" c as a " ho,c 
> ts members individually Our n! C ° mpcm,VC n,arket * not 
taken by others when w e fail to f ’ nc ' cr,1,eI ™' ™ be 
We are never f rec from! *° adequately in then,, 

of all life. Bn, e Jra, PC *'"°" in '■ « true 

from displacement amt f 9 °'“ 9 concrni entails security 
continue to ^ - « 

and energy invested bv the I V ■ , ls r ccogmtion of time 
value to the organization of cornpehUKu M<1 •I?'""''"’ °' "’ C 
In practiee, the theory of ui_ P Q acquired m sendee. 
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1 soun<k ft is, of course, a 
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different thing to receive profits than to receive wages and, 
with competitive prices, cost of production must be reduced to 
a minimum but, with good management, cost of production 
may be kept at a minimum with high wages rather than low 
wages. Under these conditions and in the sense of both being 
participants in the returns, the recipients of wages and the re- 
cipients of profits have a common interest and that is in pro- 
moting productive efficiency in operations and maximum returns 
to the business. Good wages may thus be associated with good 
profits. 

It is now 1 common knowledge that some enterprises are more 
efficient than others and pay better than others and that they 
can and sometimes do pay better wages because they associate 
good wages with good profits in this way. 

Therefore, why should we not develop our own standards 
and pay the salaries and wages appropriate to our own indi- 
vidual and collective accomplishments, with or above any mini- 
mum that may be set for us, if it is not prohibitive. Participa- 
tion in the returns from accomplishment is incentive to accom- 
plishment. It is good business for the enterprise and for the 
other enterprises in the community as well because the individ- 
uals can buy their products. 

Purchasing power in the community can be sustained only 
when this is general. Business institutions supply the wants 
of the community only when they employ the people and their 
savings adequately. The people and their investments must 
earn to enable them to buy. They must consume the greater 
part of what they produce, or industry and the community both 
will suffer. We know now that we would be more prosperous 
had this state of affairs been established before 1929. Then 
enormous capital surpluses were accumulated and dissipated 
into nothingness. Business must sustain the community by dis- 
tributing its income equitably among the producers. It cannot 
be just a private affair for the benefit of a few. “Where wealth 
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accrues honorably, the people arc ahvajs silent partners.”—* 
Andrew Carnegie. 

Balanced Distribmion_F.fficient ami stable participation 
in the ssorh of an enterprise by individuals rei|tlircs their par- 
ticipation in a mtl-balaucej distrilimion of income and their 
appreciation of it— uell-halanced not only as between payroll 
disbursements and profits but also as lietwccn disbursements 
to individuals and labor performed. Payroll administration 
must bring about Ibis state of affairs in an organization by 
es a J is nng coordinate*! standards of compensation, recognition 
of individual proficiencv and recognition of the efficiency of the 
,l ’ d ™duats and not classes of people must be con- 
. ‘ e , . “ ’“■f for ll,is ' vork is analytical rather than con- 

svstemst 7* mc enough facts and common sense fora 
systematic treatment of the problem. 

cxuresslon 1 , ^° Uc? '‘~ rtK ' nmv order in labor relations is the 
of i„d d philosophy as ,o the fundamenlal relations 

™ S 1 L'" “ 0r “" :,ni " ,i ™ Of production. I, tabes con- 
action in an eM* * 3e . nerat or determined course of 
J mse- eoms ITT' "’ S ' C3 ' 1 3 "do as sou 

Of the CM order f ' 0 ""‘ C ' WUS **« ">*" “ characteristic 

It 'j™" 1 3 sinElc declaration, bosseser. 

doing things. OIdTae,f c ” d '“" > “ ,''P crim “ is acquired in 
better ideas one after an .1, " , . od,r,c d 1*>‘ taking up nciv and 
courses of action, tshich neta"'” “ ,l!lu,lcs a,,d br “ d 

established. Thus a unit • r “ ■” Icy ’ are recognized and 
is generally brought ahom'i ” ’ ° rd " in hbor relations 

Payroll administration i s ,7 ° rS3,,iz31i O’’ 
general management in so e ’ t f c " tlon »' a policy in 
tribution of income through them" ,^7 *° d “' 

sonnel administration. Like „7' , ' J It .' 5 3 b ™ ch ° f per ‘ 
general administration of any 
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other kind, it is centralized development and application of a 
plan comprehending measures necessary to the execution of 
policy. Any practice which can be called payroll administration 
must represent a policy and a plan of distribution. Anything 
else is promiscuous. Promiscuous dealing cannot be reconciled 
with a policy and plan of distribution. An equitable plan must 
comprehend analysis of the organization relations of the indi- 
viduals employed and of their jobs, evaluation of the jobs, co- 
ordination of compensation standards, the rating of individuals, 
budgeting the amount for distribution, the development of pro- 
cedures and regulations, conferences with employing officers 
regarding them, inspection, adjustment and transmission of 
certifications for the payroll, the keeping of adequate records 
of individuals employed and the compilation of statistical data. 
There is nothing mysterious about payroll administration. It 
offers no automatic devices for measuring either jobs or persons. 
It is concerned mainly with point of viczv. Its point of view 
entails fundamental concepts of economics, human nature, and 
organization. With the vision attained from its point of view, 
its techniques may be simple. 

Collaboration. — In all of this work it is of utmost impor- 
tance to obtain the concurrence and collaboration of depart- 
mental officers in the spirit of working with them rather than 
dictating to them. Moreover, unstinted dissemination of in- 
formation to all employees as well as the encouragement of 
joint deliberations with them is most necessary to the eradica- 
tion of industrial disputes. The more conference on the basis 
of rational discussion the better people can get along together. 
The plan presents facts established by analysis as a basis for 
common understanding and it is open to criticism. 

Bargaining — Distribution of income in any enterprise is a 
function in its management. With regard to the payroll,^ it 
comprehends bargaining by individuals in positions of authorit} 



26 


SALARIES, uaols AND LADOR RELATIONS 


with subordinates. If bargaining means making agreements 
as to rates of pay for individuals or groups promiscuously or in 
isolation from the rest of the organisation it is not concerned 
with any plan of distribution such as payroll administration 
represents. Bargaining in this sense cannot solve an analytical 
problem. If, howeter, bargaining, cither individually or col- 
lectively means conference, collaboration and agreement on Ike 
bar,, of ml, gl, teamen,, mJ . (> . , ( 

remecuo ot "*Tt «* “ ‘lie organization with 

respect to all of the others. This requires a plan of distribution 

“presem'r Tb " S “ PI> ' ,CMio " s * h as administration 

theless are m The ” U °' analyscs ' l >hns ' “ nd budgets never- 
nates mav “XT™* Representatives of subordi- 

far as they mnuT T* 1 ' man:igcrs !n performing them, in so 
be seriousl . ? ° do s0 ‘ and llleir recommendations should 
tmr b '" '" aU " g Plans and con- 

activities and pertain **“ management 

Only persons in uni, •* P stms m management positions 
In payroll id • • ° n ? ^ makc decisions an d sign checks. 

distS'if—N ,*• ™ rned Equ, ™“ 

Share' 1 through power „ • ^ “ r ' gl ” t0 '' lhe lion ' s 

sufficient to seize it I ' SUPPy ° f cilller ca P it:il or labor 
are partners in a real sen'^'T a '' d work ' rs in an enterprise 
has a greater significance than diS ‘. ribut! °" 10 workers 

*”>«, is no, he„evo,e„cel; h Tr r , C “, mV “" ,rS ' Ra,i0 " al 
It is good business. p ro ' Brt of "“"agers or employers. 

production and d,stS,„r “ “ pr ° C ' SS ° f 
scheme of taxation and ac ■ ■ P rod " ars — not a grand 

and acquis, non of something for nothing. 
Immediate Consequences _p 

closer to us than any other ■ ym ' administration comes 
It affects us while we live , 1VIty P erta ‘nmg to labor relations, 
sample, which acts only ^1,™°*’ Cl ° Ser than insurance ' for 
3 Ullen we are disabled or deceased. 
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It is a movement towards systematic distribution of income, as 
far as the payroll is concerned, according to a policy in managa- 
ment to “play the game” equitably and honestly, not by force 
but by the rule of reason. It is not a question of salaries and 
wages at large, nor the trend of wages, nor of hours of work, 
nor of what others do but what is the policy and plan to pursue 
and n’hai arc the standards we should maintain in our own 
organization — what arc the rules of the game and how can we 
apply them in practice. 



CHAPTER 3 

ORGANIZATION RELATIONS AND JOB ANALYSIS 

The first consideration in developing a plan of payroll dis- 
tribution is to ascertain how the individuals in the enterprise 
participate in the work of the organization as a whole. Wc 
must make an analytical survey to identify all of the jobs, 
ctcmunc their groupings into divisions and subdivisions of 
the organization and their interrelations and analyze the jobs 
tnemsenes It is not within our province here to consider vari- 
ous types o organization hut merely to refer to general prin- 
vples of organization and point to steps in analysis. 

an u' / 0b ~ Th ' mdividuals are the units of the organization 
con, !r7°| bS ‘ ,C ' r aCI ‘ Vili ' s as sucl ’- A job, therefore. 

°' '! ,c ac,m, '“ »' a " individual in the division of labor 
fllZlT '7 " 15 "“*'>• "■> more and no less-a 

and reari i ' ° organizat ' on I* comprehends direct duties 
m d», 1, n '"T ty “ ' h ' “'-“"men. of the individual 
but doe, not comprehend the environment itself. 

activities of cad^heh^tT ^ ^ sune> ' we must ascertain the 

in the system of the t'l cIc^tSt” ■" i! ' “ nd ils *" oe,,io " 
for the iob an* „ , ■ T Ct,Vlt "' an <> 'he qualifications 

its allocation in ih“ Wem oHl 1 ** , l' ccifc,ti ° n ' !,ml 
lion cliartiitg We ! C " l,ok ' is mealed by organize- 
consider the specialized iol " ° rC - °° bcy °’" 1 >° h «*“W> anl1 
form the greaS , w “ T* »r combined to 

tn nnd^Vi:;XiS n,Z:,, ' 0n T" " ‘ 

persons eoncemed must lie obtaine,"' Tl * " , ‘ l '"° lwa ’{ 
of the work should I* f . Th ' ral “re »"d objects 
»"d definitely set forth, by an- 
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nouncement and conference, with authority of the chief execu- 
tive, to all administrative officers with the request that they give 
freely all information and assistance needed in connection with 
the work (see Figure 2). 


Date 

From: The President 
To: Employing Officers 

Subject: Payroll Administration 

In order to promote equitable payroll disbursements throughout 
the Company it is necessary to reach a common understanding with 
respect to the identities of the various classes of employment and 
establish a common basis for appraisal of them. 

A survey is being undertaken toward this end and as the first step 
in it, copies of the attached form are being distributed to all em- 
ployees through their supervisors to collect data from each person 
about his job, as far as possible. If any of the persons in the lower j 
positions are unable to do this themselves, you should make the state- j 
ment for them in detail sufficient to give a complete account of the 1 
work which they do, and ever}’ person should be accounted for in 
making up the statements. 

Please follow this procedure with respect to the forms which are | 

sent to you and return them by (date) . -to Mr j 

who will have the work in charge. 1 

Your full cooperation in carrying out the work is necessary and j 

all information and consideration requested by Mr ■ i 

should be given, not only with regard to the forms, but also with ; 
regard to questions of charting and of job specification and appraisal 
which will follow. j 

(signed) 

President 


Figure 2. Explanatory Letter 

Organization Charting. — In charting the organization, we 
ascertain and represent the major divisions of the organization 
and then, for each in turn, its subdivisions and the positions or 
jobs in each. The job of every person on the payroll must be 
represented on the chart if it is to be complete. Figure 3 is a 
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Figure 4, Detailed Organization Chart of an Engineering Department (con United on following pages) 
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A gradation among the administrative positions is revealed 
b\ the analt sts of the organization into its successive stages of 
subdivision designated as departments, divisions, sections, 
branches, units, and groups. The administrative position at 
the head of each subdivision is brought definitely within the 
liounds of a small number of grades, as indicated by the grade 
designations at the left of the chart. 

It will be noted, in examining the chart, tliat certain sub- 
divisions rank more lhan one stage Mow the subdivisions to 
vvlneh ihev are directly subordinate, according to the grades of 
their administrative positions. That is, the administrative 
ica s o sections, branches, units, or groups ntav report directlv 
o the managers in charge of their respective departments or t'o 
'he higher executives but this fact does not affect the grading 
f their positions or the ranking of their subdivisions. It is the 

Trr" in "" di '«ion ° [ “mr of the whole 

icl, detent, mes these ratings and unless due consideration 

the ore- ° l ^ ' crcnccs <lev eloping the organization chart, 
the organization „d, no, be shown in its true forsfcctiza. 

drawl “ TfTT con 5 'derab,e size, i, is necessary to 
mire T w a °”' f ° r "" offices and one 

up as blue * eparmicm - It is convenient to make them 

letter-sized folders i fe™d 'i m ^ *'* “ 

tion of m cm it n ' n co ' ers - Figure 4 is an illustra- 

bm the names are faS" 0 ' "' ad ' Up in ,h:s n,a ™' r 

job speetBeatosTthrnM"^ 11 ™": 71 '' de '' lo I""e " 1 ° l 
although bofh nro, - ‘ 1 ,n the analytical survey, 

.tonst^ 0 ^:^—^ ?-** ** ^ 

position in the organization i Pe rson ’ s 

character and scope of his acti bj ' * ° r l!lfc - “ d ,he 
V, ties arc revealed by job analysis 
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and job specification. The job specification is the vehicle for 
stating these things in writing as a definition and background 
necessary in fully identifying positions or jobs, considering their 
1 equirements and making fair comparisons and judgments of 
them. 

I11 developing job specifications, we ascertain, from all 
sources of information, the duties and other requirements of 
each person’s position and write a statement to characterize each 
position in its organization relations. Ever}' position or job 
requires of its incumbent expression of some kind which, in 
turn, depends upon certain innate abilities, training, and experi- 
ence. 

The job includes activities of both impression and ex- 
pression, and the job specification characterizes these activities 
and the necessary qualifications for them, in writing. Persons 
doing work essentially of the same character will, therefore, be 
designated by the same job title throughout the organization and 
comprehended by the same job specification. 

For collecting information about each person’s work, it is 
well to issue a blank form to each individual member of the 
organization through his immediate supervisor or employing 
officer and have the individual make a written statement to the 
best of his ability according to questions and directions printed 
upon the form, which we may call the “Position Record” form 
(Figure 5 ). 

Some individuals, of course, are unable to do this for them- 
selves and, in such cases, their supervisors may do it for them. 
In any case, the supervisor should review the statements and 
make additions and corrections when necessary. When a num- 
ber of persons occupy positions of the same kind and each 
makes a statement, the statements will be variable and furnish a 
wide range of data from which to make up a characteristic job 
specification. This is a good reason for having each person 
make a statement when possible. 
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From the information collected upon the Position Record 
forms and from personal interviews, observations of the jobs, 
and the general experience of the examiners, the specifications 


are written and the organization charts developed. Job speci- 
fications may be more or less in detail as desired. They should 
set forth the direct duties and other requirements fully but 
should not be so elaborate that superficial changes in duties 
make their revision necessary. This would make their main- 
tenance impracticable 

In de\ eloping both organization charts and job specifications, 
departmental representatives should collaborate with those in 
charge of the work in order to facilitate the work and promote 
a common interest in it. The charts and specifications after 
being drawn tentatively should be submitted for review to the 
\anous administrative officers concerned so that finally they will 
be fully acceptable. 

Job specifications should be construed as inclusive of such 
activities as the individual ran be expected to comprehend in 
his particular situation, but not as restrictive of individual initi- 
ative and development The individual should grow in his 
job and, as he grows in it, his rate should be advanced. If he 
grows beyond it he should be reclassified and re-rated. This 


may be only what is commonly done in practice without specifi- 
cations as, for example, when we advance a Junior Clerk to 
Assistant Clerk or a Wireman’s Helper to Wireman, etc., but 
written specifications are means to the refinement of practice. 

enerally, a job specification is specific with respect to an 
organization and would not be usable without change for a 
similar job in another organization. Some jobs, like the bolts 
... scre '' s 0 machines, are more or less standard, but others, 
rhinf» ie f,' St ° ns ’ c >' in ders, and other major parts, are not inter- 

changeable betxveen different organizations Moreover, a pro- 

or«un»7*itiV> erP K Se U >Wt 5l ? tlC anc *’ as changes take place, both 
n c arts and job specifications must be revised. 
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POSITION RECORD 

(Information to bo used in developing “Job Specification") 

To be filled in by employee and revised by bis immediate supervisor. 

Name 

Title of Position 

Department. Subdivision 

Statement of duties — •'What are the duties and responsibilities of the 
position, that is, what are the items of work from day to day and 
throughout the year, t lie normal standards of production and the 
scope of authority? State any working conditions which are 
peculiar to the position. Use the opposite side of this sheet, if 
necessary. 


1 o be filled in by the immediate supervisor. 

Qualifications — TVhut are the qualifications for the satisfactory per- 
formance of the duties of this position? 

Common School High School College 

Technical or Commercial Courses 

Knowledge of Special Subjects 

Practical Experience 

License Bond 

Other Qualifications 

L the title given by the employee correct? If not, what is the cor- 
rect title? 

In what building, plant or other location does the employee report 
for work? 

Signature of immediate supervisor 

Date 


Figure 5. Position Record 
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There can be no such thing, therefore, as a real standardization 
of jobs among different organizations, nor a standardization 
of salaries and wages among them, for the same reason, as well 
as for the reasons already stated. 

Job specifications, in giving a clear picture of the duties and 
ot ier requirements of each position or job, are necessary not only 
!" . i° b evaluations for salary and wage ratings but also 
in interviewing applicants for employment and in developing 
lests and tnmtmg program For salary and wage rating, onr 
chief concern is the place of the job as a rr/tn/r in relation to the 
o her jobs in the system of the whole. The emphasis for this 
the^enp ^ n0t - 00 tbe detads of t,lc job but upon the pattern of 
other ■ T aCtn wb ‘ cb tbe j o! ’ ccprcsents in relation to the 
afa t hd! T,' eS " wWch h is organization 

reoresents ; I” C ° m !’"'' d Patent of activities which the job 
values of m . e o r S an ’c whole ratlter than any assumed specific 
cote m in'' !MU aml of work is our chief 

Onr conre a ? praiS1 ”'’ tl,e status of the j'ob in the organization, 
in reading h" °' ,<>b " ll0,cs arc ''ke 'bosc of word wholes 
whole buthv it' ^ n ° £ b> ,be elements which make up the 
estt and •' ar '° US ° bS ' rVabl ' “l«** ” f 
whhparticult 0 '^'^ PUrP i >S ' ;S ' ,lo " evcr . we tire chiefly concerned 
its relatiotlv tt I* “ d ° ,her d " ai,i ° f "" job. regardless of 
m atce° ve ' *** ” ,h ' o^nization In the former 

its bui COn " rn " i " ith die jots as combiatd mil, oilier 

job specifications "tLTe'f 7“™* "" ’ oi - 

these different purpo'ses t„ COmpos ' d dlfferen,, >' for 

ceraed chiefly withte nrold T' 5 '"' S ' Udy ’ " hich U C °"' 
wage ratings weir • , P em of evaluations for salary and 

of job specification border mobt T ^ 

job for identification and ° bt ? m an over - al1 P^ture of the 

system of the whole Oth . panson w,th othe r jobs in the 

si2e dcbHs of isolated jobTfnrT' ° f J ‘ ob /P ecifications em P 1,a * 

1 os tor the consideration of particular 
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details in developing tests, examining individuals, and develop- 
ing training programs. These are not adapted to our pur- 
poses here. In the descriptive form of job specification we 
must, of course, consider details of the job, but from the point 
of view of the general scope or comprehensiveness of the job 
rather than from the point of view of evaluating particular 
details of the isolated job. 

In writing specifications, it is important to follow a definite 
plan of job analysis which provides for the content, uniformity, 
and development of statements in such a way that the various 
requirements of the job will be distinctly set forth in outline 
form. For this purpose, the following outline of analysis is 
given and following this are several typical job specifications 
written accordingly. 

In job analysis, it is important to keep in mind the fact that 
a job in itself consists of the activities which are performed by 
the individual in the job, and that these activities should not be 
confused with working conditions or environment, such as haz- 
ard, weather, heat, dirt, etc. Such things should be taken into 
account only with regard to the responses required to meet them 
or avoid them. They require the selection of persons who can 
success fully cope with them, but only as they require special 
alertness to avoid adverse consequences do they affect the status 
or grade of a job and therefore its range of wage rates. 

In the outline of analysis which follows, some of the state- 
ments relate to the scope and status of the job in the organiza- 
tion, others relate to specific physical or mental qualifications for 
the job, and some relate to both scope and specific qualifications. 

Job specifications written accordingly should, therefore, pre- 
sent a general outline of the requirements of each job necessary, 
in conjunction with the organization charts, in making compar- 
isons with other jobs in evaluating the jobs and in judging the 
types of persons required for the jobs. For developing tests. 
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additional psychological analyses of particular requirements arc 
necessary. 1 

The items in job analysis and job specification with which we 
are concerned in payroll administration pertain to : 

1. The activities which constitute the jolt, both technical and 

non-tedmica! (specific and general) and 

2. The qualifications tor the job. including: knowledge and 

experience, both technical and non-technical, and Abili- 
ties— general ability anil siiccia! abilities pertaining to 
the job activities and the adaptation ot the individual to 
his environment in the job. 


Extraneous conditions such as scarcity ot workers in the 
community have no bearing on job analysis. 

tnnedf ever >’ ,hin s P res «its the aspects ot : structure, 

specialization, integration, and development. These 
H "Mel. can be separated but different 

e" , “I"""* trom different angles of observation. 

s.td i«™ rr^r som ' ,hi " E ,o ° ur teo "" d8e ' not ,o bc 

tnre In iw“T ente T ri5 '’ "" ’"dividual, constitute the strue- 
V dua L a e . T'f ' "" ,mC ' io " s m the indi- 

nsep a’ e f P “' a ' 2,!d f ° r »°* wkfch they do and it is 

ubdSns 7 ' ,h ' yare in " Sra " d '° f °™ ,h = 

Ind tlw orl?^ a""': a " d ** “ntanization as a whole; 
and the extension'o'f < f " el '?’ 5 by ,he admission of individuals 
subsequenTornee 1 C "°" S - ln ,lK analytical survey and 

of oSSET “ COnC '™ ed " d,h «« ' ■* -Pacts 


W hW'holoaioiI t2 , (? r a,U r '”' factors la irrational 

W Norton i^ ,0n T Purposes - see M. S. Vitetes, 
?? ^ bl,l, y- “Specul Ability " "Tfmmt5° ’ Inc - l9 - 32 - The terra,, “Gen- 
this manual as defined m ,haf WO rI tnt and C! «racter.” are used in 
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JOB SPECIFICATION 


-SHEET ± OF 


JOB ANALYSIS 

Outline for Collecting Data and Writing Job Specifications . 1 * 


TECHNICAL REQUIREMENTS. 5 

Requirements of a specific character which distinguish the work from 
other work. 


Direct Duties. 

What are the direct duties and responsibilities — what does the 
person do in the job from day to day; what are the items of 
work, normal standards of production, etc.? What is its scope of 
authority or control in the organization? 

Note: Some of the points listed below under numbers C-10 to 
C-36 may be included here, especially concerning executive, staff 
and supervisor}' positions. 

Technical Knowledge and Experience. 

Y hat technical knowledge ls necessary — knowledge specifically 
applied in particular items of work? What kind and how much 
previous technical school training and experience in practical work 
are necessary? 


NON-TECHNICAL REQUIREMENTS. 3 

Requirements of a broad character which may pertain not only to the 
particular work of the position but. to other work also. 

General Knowledge and Experience. 

Code 


A-l. Ability to speak English. 

A-2. Common school education desirable. 

A-3. Common school education. 

1. In writing specifications, items in this outline listed under coded desig- 
nations should be selected and written into the specifications as they 
apply to the respective jobs; or, the code designations, in some in- 
stances, may be entered for reference to the items of the outline in 
order to save space and time in typing. Employing officers sometimes 
favor this practice but it is not satisfactory for making specifications 
which are to be read. 

2- Even in primary grades of labor men acquire definite ways of doing 
things and some measure of skill in them. For example, we recognize 
rnore than one grade of laborer and may have “Laborers” and spe- 
cial Laborers.” 

3. The list is intended to be representative rather than exhaustive. 


KOX-TECIIXICAL REQUIREMENTS 


General Knowledge and Experience (Concluded) 

A-4. Common school education and ability to read simple 
sketches or diagrams. 

A-5. High school education— one or more years. 

A*G High school education, or the equivalent. 

I A-7. High school education with manual training. 

A-S High school education with commercial training. 

A-9 Academic education of college grade— one or more years. 
A-tO General or varied occupational experience — one or more 


Physical Qualifications. 


B ‘ 1 ' S^Sath?nfcj jh V !iQue ** d - Wc of * cn ' M 83 indicated by 
swim h Phj cal '“““nation giicn by n Company Piiy- 

B-2. Strength adequate for arduous labor. 

M fss»“ d 4;ir”" *""> 

*2 >od hea,,h 13 « « u jo 5 *- hui 

ments ran f n “hich per'ons with certain physical impair- 
Ktrrnntu a .1 1 unc , lmn Some jobs require more physical 
than others blit these 
the lobv arn h < * aJ 8 work ” and they are no measure of 
such nhvsinai re aD< * ron,ro * or influence in production. All 
of indi\ndinla l ^*»^^u I>t ' 1 n>!a,e essentially to the selection 
oi individuals rather than to the status of the job. 


aS£a^ fa.io.. M Olher 

Code 


f^J«^ e e^p^c e «r- and fo!!ow dir ^ 
m Vork 1 -ftssSfe sgr and fo,Iow dirwt5ons 
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JOB SPECIFICATION 


RON-TECHNICAL REQUIREMENTS. 

Personal Qualifications and Other Requirements (Continued) 

C-3. Ability to observe, learn by experience, and follow directions j 
in work highly complex in character. 

C-4. Application of elementary principles. i 

C-5. Application of advanced principles. j 

C-6. Application of complex principles. 

C-7. Ability to develop and plan new work of limited scope. 

C-S. Ability to develop and plan new work of wide scope. , 

C-9. Ability to develop and plan new work of very wide scope. 

The degree of general ability, commonly called general in- 
telligence, which a job requires, relates directly to its scope 
and control or influence in production. We cannot rate jobs ! 
by degrees of general ability accurately but we know that ! 
persons of very low general ability can perform some very 
simple activities satisfactorily; persons of low average in- ; 
telligence can perform satisfactorily in many occupations o. l 
primary and semi-skilled grades; persons of average intelli- ij 
gence can qualify in higher grades of jobs and so on up- i 
wards. General ability relates to grade or scope but not to :j 
kinds of functions, and tests for general intelligence (gen- •! 
era! ability) , therefore, may indicate the general level or 
grade but not the kind of work which a person can do suc- 
cessfully. Tests for the SPECIAL ABILITIES required 
should be given for this purpose. (See Industrial Psychol- 
ogy, M. S. Yiteles.) 

In the job specification, therefore, we_ can indicate degrees 
of general ability only roughly in noting requirements with 
respect to observation, learning, application of principles 
and the development and planning of new work. 

Note: If not evident or directly expressed by the statements 
■ under “Direct Duties,” consider the following points: 

C-IO. Maintenance of standards established in practice with close 
supervision. 

C-ll. Maintenance of standards established in practice with occa- j 
sional supervision. J 

Differences in these regards indicate differences in job scope j 
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JOB SPECIFICATION 


XON-TECHNICAL REQUIREMENTS. 

Personal Qualifications and Other Requirements (Concluded) 

pends upon the job activities as a whole with reference to 
the other jobs in the organization. 

(Executive Requirements — In addition to items C-30 to C-34 in- 
clusive) 

C-35. Establishing new standards, originating, planning, organ- 
izing, and enforcing new courses of action. 

Executive activities exceed the activities of supervision, in 
the establishing of new standards, in original planning and 
in organizing and enforcing new courses of action which 
place them in the higher levels of the organization. These 
are activities not called for in mere supervision to any con- 
siderable extent. The differences, of course, are relative. 

(Staff Requirements) 

C-30. Search for discovery of facts, scientific, commercial, etc., 
systematizing and interpreting the meaning of disclosures; 
reporting results of research with recommendations — 

Or, invention of means for operation with improvement in 
quality of product, greater economy, efficiency, etc. — 

Or, composition of data to furnish information on events, 
current operations, financial status, devising propaganda, 
etc. 

Staff activities are informational and advisory to the execu- 
tives in the departments as well as in the general offices, j 
These activities play a considerable part in the development | 
of the policies and courses of action in the departments and 
in the organization as a whole. Staff positions, therefore, 
usually outrank most purely supervisory positions although 
their incumbents may have no direct authority over other 
workers. 
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JOB SPECIFICATION 


A-l 


SENIOR ACCOUNTANT 

TECHNICAL REQUIREMENTS (Concluded) 

Technical Knowledge and E x perience Req uired. 

Thorough knowledge of bookkeeping and accounting practice and 
principles and should have had five or more years’ practical ex- 
perience either in connection with or in work closelv allied to pub- 
lic utility accounting. 

NON-TECHNICAL REQUIREMENTS. 

General Knowledge and Experience. 

High school education or the equivalent. 

Physical Qualificatio ns. 

Normal health, physique and use of senses ns indicated by pass- 
ing a physical examination given by a Company Physician. 

Personal Qualifications and Other R eq uirements. 

1. Ability to observe, learn by experience and follow directions in 
work highly complex in character. 

2. Application of advanced principles. 

3. Ability to develop and plan new work of wide scope. 

4. Exercise of initiative and resourcefulness in scheduling and dis- 
patching items of work, in developing standards and in making 
constructive recommendations. 

5. Association with other workers for harmonious relations. 

6. Exercise of absolute dependability, honesty and truthfulness in 
the custody of money, property or confidential information. 

7. Self-reliance, sincerity and energy and the expression of these 
qualities in such a way as to inspire the respect, trust and confi- 
dence of others and obtain their consistent application to work 
for maximum efficiency. 

S. Judging human temperament, correctly gauging the abilities of 
subordinates and assigning to them duties accordingly. 

9. Promptly making and holding to decisions with fairness. 

10. Giving instruction, gauging its effects and adapting it accord- 
ingly. 

11. Making investigations and reports on activities and opera- 
tions. 


Prepared by Employment Division 
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JOB SPECIFICATION m i 2 


ASSISTANT CLERK 
TECHNICAL REQUIREMENTS. 

Direct Rnl ips 

Under supen i-ion. performs work incidental to preparing, com- 
piling, entering or tenfying routine office information, reports, 
records and forms, or keeps the simpler forms of books not requir- 
ing knowledge of double entry; performs incidental typing when 
required 


Collecting data for. and keeping, important records. 

Locating and identifying previous correspondence. 

Making up and verifying orders for material. 

Entering receipts on stock record cards. 

Making up and verifying payrolls 
Checking and figuring bills and connected load*, 
rreparing new Meter Reader's sheets and filing in binders, placing 
trip numbers on new records or transfer notices, and entering 
missed readings after billing. 

A*>i«ting in preparing, maintaining and filing new ledger sheets, 
meter index cards, addressograph records, etc. 
rricmg and coding material ticket*. 

Making up and aerifying mi«cellaneous tabulations, statistical 
oata sheets, etc , including application of unit cost* to property 
records anaheis of work orders, taking off labor and tran*por- 
wtion from daily time sheets, summanring material quantities 
and investment for reports, etc. 

Operating mimeograph and multigraph. 

uperating comptometer or calculating machines on routine or 
pret iou*!v outlined calculations. 

chine ^ ^ Py ruac ^ mac hmcs and assisting on tabulating ma- 
Operating bookkeeping machines 
Fihnp B , utoma,1 c addre^-ograph machines 

r ‘ p "’ “ 4 

rTen^^°7 r,1UC,nE ° r nniw 

drawum m, 0n rK '? rds or caf d>, or registering or filing prints, 
owning*, maps and tracing* 

Collectin'"- I ' I ° STWS or Production charts. 

Checking" ffif, , arran i 1DR ^tmcxl data 

Making un fn^ an ? "sorting material shipment*, or deliveries 

Premn^ft “ d k^-up letters. 

and fuse or {* ers - deter removal orders, general orders. 

Keeping time * Bd an ‘ rwenl >S telephone calls. 

or 0,h " *«« 


>^»g affip](!fonaonle -- 

m simple field duties o 


/V ' twrf Di i mo. 
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JOB SPECIFICATION 


B-l 


ASSISTANT CLERK 
TECHNICAL REQUIREMENTS . 

Direct Duties (Concluded) 

Collecting and compiling automobile operating data, 
transcribing and computing meter records. 

'' ai tmg on counter, selling and exchanging lamps, making up 
merchandise charges, receiving and handling cash from sales 
under supervision of Cashier. 

Sending out delinquent notices, preparing work for Collectors, 
posting and recording delinquencies, getting signatures to appli- j 
cations for sendee. I 

Requesting permits and permissions for rights-of-way for aerial ! 

lines construction. \ 

Affiliating with other Company subdivisions as required, 
ollectmg, distributing, stamping and sorting mail and following jj 
inaili aClt1 ^ 11131 ma Her in envelopes or preparing packages for l| 

Assisting, as directed, in work of a higher clerical nature. 
NON-TECHNICAL REQUIREMENTS. 

General Knowledge and Experience. I 

High school education — one or more years. 

Physical Qualifications . 

Rormal health, physique and use of senses as indicated by pass- 
ing the physical examination given by a Company Physician. I 

Personal Qua lifications and Other Requirements. 

1. Ability to observe, learn by experience and follow directions in 
«ork of very simple character. 

2- Maintenance of standards established in practice with occa- 
sional supervision. 

3. Application to a varied routine. 

4. Association with other workers for harmonious relations. 

5. Special application of cleanliness, neatness and orderliness in 


Prepared by Employment Division 
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JOB SPECIFICATION d-i i 2 

BOILER ENGINEER 
TECHNICAL REQUIREMENTS. 
i Direct Duties 

Under the direction of a Shift Superintendent or a Station Super- 
intendent, cxerciw* general swpervi-oon of the operation of the 
Boiler Plant in a Generating Station, the duties including: 


1 Supcrvi;ion of the operation of stoker-fired or hand-fired boilers 
under proper rating and economy, including their auxiliaries 


2 Supmwon of the procedure of putting boiler units on the line 
and taking them off. banking them, etc., under various conditions. 


4 Supervision of the removal of ashes. 

5 Routine inspection and testing of all apparatus. 

6 Selecting and supervising the training of men for boiler plant 
work in cooperation with the Employment and Training Divi- 
sions 

7 Assigning men to the various operating shifts. 

8 Directing detailed procedure in caw* of emergency. 

9 Keeping routine records of the plant operation. 

Technical Knowledge and Experience Required . 

1 Knowledge of steam engineering acquired by technical training 
an engineering school or correspondence school, and plant fv- 
pe encc as an Assistant Boiler Engineer 

^Thorough knowledge of the boiler operating standard practice 
J?™. m , ani J a general knowledge of the operations of the 
as a vrhoT W p 3nt ' ,he e * ec, nc plant and of the generating station 


NQN-TECHNiC \l R EQPIREMPNTS 
General Kn owledge and Experience. 
High school education— one or 


more 3 ears. 
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JOB SPECIFICATION 


D-I 


BOILER ENGINEER 

X OX-TECHNICAL REQUIREMENTS (Concluded) 

Piij-sical Qualifications. 

Normal health, physique and use of senses as indicated by passing 
a physical examination given by a Company Physician. 

Personal Qualifications and Oilier Requirements. 

1. Ability to observe, loam by experience and follow directions in 

work highly complex in character. j 

2. Application of advanced principles. j 

3. Ability to develop and plan new work of limited scope. j 

4. _ Exercise of initiative and resourcefulness in scheduling and 
dispatching work and in making constructive recommendations. j 

5. Exercise of alertness in observing hazards and avoiding acd- j 
dents. 

I 

G. Application of practical first aid methods including prone pres- jj 
sure resuscitation. f 

7. Self-reliance, sincerity and energy and the expression of these 
qualities in such a way as to inspire the respect, trust and conn- j 
dence of others and obtain their consistent application to work 
for maximum efficiency. i 

S. Judging human temperament, correctly gauging the abilities of ! 
subordinates and assigning to them duties accordingly. j 

9. Promptly making and bolding to decisions with fairness. j 

10. Giving instruction, gauging its effect and adapting it accord- , 

inglv. ~ j 

11. Making investigations and reports of activities and operations, j. 


Prepared by Employment Division 
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JOB SPECIFICATION 


D-3 


ELECTRICAL MECHANIC— GENERATING STATIONS 
TECHNICAL REQUIREMENTS. 

Direct Duties. 

Under the immediate direction of a Chief Electrician in the Sta- 
tion Operating Division, inspects and repairs the electrical ap- 
paratus in a generating station. The duties include: 

1. Inspecting and repairing the wiring installations of stations 
and buildings. 

2. Making regular inspection of storage batteries (control and 
stand-by), and making recommendations for their improvement. 

3. Giving equalizing charges to storage batteries. 

4. Inspecting and repairing auxiliary motors, lightning arresters, 

etc. 1 

5. Cleaning and keeping brushes of motors in order for good com- I 
mutation. 

6. Overhauling and adjusting oil switches. 

7. Performing any other detailed operations relative to the mainte- 
nance and operating condition of complicated generating station 
equipment. 

S. Relieving Switchboard Operators and the Chief Electrician , 
when called upon. 

0. Assisting the Chief Electrician in blocking apparatus. , 

Technical Knowledge and Experience Required. 

1. Knowledge of the principles of electricity and of the construe- j 
tion and operation of generators, motors, switches, regulators, ; 
storage batteries, etc., as acquired in a trade school. 

2. Plant experience as Electrical Mechanic’s Helper, etc. 

3. Knowledge of the Station Operating Handbook. 

NON-TECHNICAL REQUIREMENTS. 

General Knowledge and Experience. ; 

Common school education. j' 


Prepared by Employment Division 
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CHAPTER 4 


JOB EVALUATION 

Individuals throughout the enterprise as a whole are interde- 
pendent in production. Each participates in the work as a 
whole according to the Status of His Job and His Pro- 
ficiency in It. The status of his job is its relative scope in 
the work of the enterprise. Job evaluation is the gauging of 
this relative scope. It has to do with the organization and 
human nature aspects of labor. We must evaluate the jobs in 
the organization before we can rate the individuals for compen- 
sation according to work performed. Job evaluation is there- 
fore the keystone of fair rating and administration with respect 
to salaries and wages. 

This subject has been one of much conjecture and confusion 
in which the main point is lost sight of. This is that, in a 
division of labor by organization, work differentiates in what 
may be regarded as Two Dimensions — 

One as to Kind of Activity or Class of Function, such 
as engineering, operating, accounting, sales, etc. 

The other as to Level or Scope of Activity in the work as 
a whole regardless of kind. 

These two dimensions are independent of each other and should 
not be confused, see Table I. 

Scope of Activity. — The enterprise is conceived with cer- 
tain objectives. For their accomplishment, plans and designs 
must be made and kept in progress with resources of capital 
and human abilities, investigations must be made, and opera- 
tions must be conceived and carried out from highly technical 
activities to the simplest routines. This is the work of the 
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enterprise from the aspect of level or scope. That is to say, 
its activities extend through a gamut of levels in sequence — 
activities of very simple character, activities of higher degrees 
of skill, activities in\ oh mg judgment and the application of prin- 
ciples in various degrees, and, in the upper levels, the planning, 
establishing, coordinating and directing of all of the activities. 

Gradation of Activity, — We have, therefore, in every or- 
ganization, a continuous gradation of activity from the most 
comprehensive to the least comprehensive job or the reverse, 
regardless of department or kind of work. Jobs in work of all 
kinds are differentiated through the same levels of activity and 
the higher the level of activity, the greater is the achievement in 
work of any kind within the organization. The gamut or scale 
of levels of work in an organization is therefore the true com- 
mon basis for the evaluation of the jobs. The true position of 
each job in this scale represents its relative control or effect 
and responsibility in operations as a whole. It is the status of 
responsibility. The determination of this position or status is 
job evaluation 

In order to determine the status of each job in an enterprise 
we must first comprehend the range of the work of the enterprise 
by distinguishing and designating the levels of work which it 
includes, as shown in Figure 6, and then refeT the jobs to this 
range and to each other, and place them in their respective levels. 
This is to circumscribe the work as a whole and, after defining 
the jobs, allocate them to their respective levels according to the 
various aspects of them w hich are pertinent. This will set forth 
comprehensively the relative scope of each job as a unit in the 
work as a whole Any valid data are admissible for the objec- 
tive in view as indicated in the preceding outline for job analysis. 

Gradation has already been indicated among administrative 
positions in Figure 3. Figure 6 is a descriptive outline of the 
gradation of work in an organization It outlines the grada- 
tion of all potUtont in the organization whether they have 
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Classification Scheme for Grading Positions, Grader, and 
t. General management: establishing general procedure,! 

A organizing and directing the enterprise as a whole;! 

B making decisions of genera] scope; adjusting relations \ 

C with investors, the public, and thp personnel. (Presi - 1 1 
dent, vice president, general manager, etc.) I 

2. Departmental and associate management: establishing,! 

A organizing, and directing procedure of major depart-l 
B mental scope or of interdepartmental scope but a 
C specialized or limited as to function — administration/ 

D of a major department or subdivision of the organi-i 
E zation, original investigation or research, invention,! 

F composition of data for informational and advisory! 

G purposes in general or major departmental admin - 1 
H istration. (Managers of departments and principal/ 

I subdivisions, higher executive and staff assistants or/ 

J their equivalents.) 

3. Major supervision or highly technical service: execution. 

of intricate operating practice by delegating activities 
A and giving general directions to others in diverse occu- 
B pations, depending upon their knowledge and experi- 
C cnee for the performance of the tasks involved; obter- 
D ration and judgment of high order, involving the ap- 
plication of standards and analyses of established 
character; or, directly performing activi ties of a highly 
technical character but essentially established by 
higher authority and experience, resourceful appli- 
cation of courses of action. (Intermediate subdivision 
chiefs, technical assistants, superintendents, foremen, 
etc.) 

[ 4. Highly skiDed service or minor supervision: service in- 
A volving observation and judgment of high order with 
B the application of standards and analyses of estab- 
C lished character, and intricate, complicated, orexacting 
D details dictated by authority and king experience, tub 4 t( 
ject to general supervision only — necessitating at leastl 
several yean’ experience in training? or supervision of\ 
others in work of less technical character but requiring \ 
some degree of skilL / 

5. Skilled service: service with features as in the next higher! 

A grade but less intricate and exacting and subject tej 
B more supervision, necessitating experience of from onrl 

i to two years in training; may include detailed direc- 
tion of others in sendee of lower grade. < 

6. Semi-skilled sendee: routine work of limited scope re- 
A quiring only short periods of experience or training 
B (several months) for its successful performance; may 
include detailed direction of others in sendee of lower 
grade. 

7. Slightly skilled sendee: tasks of simple character requir- 
A ing only simple obscn'atioas and responses with little 
B learning and experience for their successful perform- 
ance — subject to close direction. 

8. Primary sendee: tasks and routine of very simple char- 
acter such as may be performed, by junior workers, 
workers in early apprenticeship or similar elementary! 
training, and workers in manual sendee of simplest I 
character; 


. Management— formulation 
and development of gen- 
eral procedure and courses 
of action or policies in- 
volving original , obser- 
vations, analytes, the es- 
tablishing of standards, 
ere.-, the original planning, 
organizing, and executing 
of operations. 


Operating practice — super- 
vision of or the direct 
performance of activities 
essentially established by 
authority, instruction, or 
dirtet experience. 


Figure 6. Descriptive Outline of Gradation of Work in an Organization 
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administrative features or noL The gradation is represented as 
a «calc of levels or service grades which exist to a greater or 
k«er extent in even- organization. 

In Figure 6, grades are outlined generically under numbered 
captions. Within these, letters arc used to indicate further 
di\ i«ion into sjiecific grades or sub-grades. The activities, with 
respect to <coi»c or comprehensiveness. divide naturally into tivo 
general divisions tho*e designated here as “Management” and 
those designate*! as "Operating Practice,” according to the defi- 
nitions gh cn in the outline Management includes development 
and formulation of general policies and procedures — the origi- 
nal planning, organizing, and establishing of operations, that is, 
determining what is to be done. Operating practice includes 
Mijtcr\i'U>n of or the direct performance of activities essentially 
established by authority in management, by instruction in stand- 
ardized practice, or bv direct experience, that is, doing what has 
Ken determined to !>c done. Each of these divisions. Manage- 
ment and Operating Practice, subdivides according to the generic 
definitions of the outline. 

Ilclow the levels of activity included in management we are 
following a beano trail determined for us. but within them we 
arc Mazing the trail or determining new courses of action. This 
citaractcrizes management, either in the enterprise in which we 
work or in our personal affairs Work from the simplest rou- 
tines on through skilled and highly skilled service including the 
trades and arts is learned through the experience of trial and 
error and instruction. This is true also of highly technical serv- 
ice so dial work through atl of these levels is essentially of 
determined diameter Even highly technical work taught in 
technical school courses is determined for the individual When 
lie applies 1:5* knowledge in new situations, however, amt solves 
the problems presented, he is contrilnuing to decisions and plans 
which determine courses of action and constitute management 
and creative work. 
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Scale of Grades. — The jobs in any given group may be ar- 
ranged in sequence with regard to comprehensiveness by persons 
who know them. The range of all of the jobs in the group 
extends from the most comprehensive job at one extreme to the 
least comprehensive job at the other. The distance between 
can be marked off by any convenient number of points equallv 
spaced as a scale. Figure 6 represents such a scale for an organ- 
ization as a whole with descriptive definitions for its major 
divisions. The jobs are placed upon it in sequence by compar- 
ison and interpolation. It is not feasible to write definitions 
more specific than in Figure 6 but, within the generic subdi- 
visions, jobs may be arranged in sequence and aligned into 
specific grades designated by letters by weighing one with 
another. The number of specific grades which can be distin- 
guished within the generic subdivisions and the gradation as 
a whole is not fixed, but distinctions should represent appreciable 
differences in median compensation rates which would be 
scarcely less than 10%. This limits the number of grades for 
practical purposes. 

By classifying the jobs into the grades which have been 
distinguished the}’ are evaluated. Since the gradation is con- 
tinuous, there is no basis for establishing scales for jobs in 
different departments or groups separately. It ignores the 
principle of unity of the zvholc and the equality of standards. It 
represents confusion of the concept of level of work with that 
of kind of work which is a common error in job evaluation, mis- 
leading in its effects. 

In human work both mental and physical processes are 
involved inseparably and attempts to classify people as manual 
workers and white collar workers in the sense that the one is 
characterized by muscular force and the other by brain activity 
is fallacious and misleading. Shop work is often as light physi- 
cally as office work and routine activities in offices rank in the 
same levels as routine activities in shops. There is no more brain 
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activity in them and no basis for establishing separate scales 
for their evaluation. 

Phases of Activity. — In the outline presented in Figure 6, 
activities within the organization arc shown to consist of four 
phases designated as Routine Service, Supervisory Service, 
Staff Service, and Executive Service, to which reference lias 
been made in the preceding outline of job analysis. The ranges 
of these phases are roughly shown. The terms are merely de- 
scriptive of certain features of activity, and differences between 
the types of activity which they represent, considered as phases, 
are relative rather tlian absolute, both as to kind and range, and 
they overlap considerably. This is true more or less of species 
of any kind Grades cannot be so specifically defined that jobs 
can be placed in their proper grades just according to grade 
definitions Comparisons between them must be made also. 
Routine sen ice extends well up into "Operating Practice"; 
supervisory service extends higher, but some supervisory serv- 
ice is lower than the more intricate routines. Staff service, 
being investigational and advisory in nature, extends well up into 
"Management,” but some staff service is lower than the higher 
supervisory service 

Terms in Progressive Sequence. — The term "skilled,” used 
in the outline, according to modern authorities, is not restricted 
to manual work as sometimes presumed. In any functional 
class, routine or repetitive work in which “habits may be devel- 
oped and integrated through practice into unified patterns of 
behavior suitable for meeting needs" 1 may be classified as 
‘ skilled” in various degrees according to its degree of complex- 
ity. Degrees in skilled work represent degrees in scope of jobs 
because they involve corresponding ranges of human functions 
with corresponding degrees of achievement. In human activity 

1 ,?, ro "? T ,F ea »- <I« 0 ted by M. S. Viteles, Industrial Psychology, 
W. W Norton & Co, Inc, 1932, pp. 320 Jf. 
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since mental and physical processes are involved inseparably, 
habits may be developed and integrated through practice into 
unified patterns of behavior suitable for meeting needs, not only 
in manual work, but in office work, selling, teaching, speaking, 
or activity of any other kind. In the higher levels of work, 
judgment predominates over habit as the work becomes more 
technical and managerial, involving the application of scientific 
principles and the development and execution of plans and 
policies. Thus the terms “Highly Technical” and “Manage- 
ment” may be used in classifying work in the higher grades of 
service and levels of work form a continuous progression from 
very simple routines through the grades of skilled work, highly 
technical work, and management to top management as a gamut 
or scale and common basis for job evaluation. 

Abilities in Human Nature. — Levels of activity within an 
organized enterprise are related to those of our individual selves. 
Our activities as individuals range from simple reflexes, which 
we are constantly performing without thinking, through the 
activities of various degrees of skill which we learn to perform 
by trial and error and instruction and those which include judg- 
ment in various degrees, to those which include constructive 
thinking and original planning of high order. This range of 
activity represents the range of general ability inherent in human 
nature and therefore in organizations of people, while kinds of 
activity of individuals and of human organizations are related 
to special human abilities which enable the individual to do better 
in certain kinds of activity than in others. Organizations of 
human beings must con form to human nature. 

The parallelism between grades of service and mental grades 
(expressed in terms of score made in an intelligence test similar 
to the Army Alpha) is shown in Table I. The level of activity 
attainable by the individual either in the organization or work- 
ing alone is determined by his level of general ability or intelli- 
gence, while the kind or class of function in which he can work 



64 SALARIES, WAGES AND LABOR RELATIONS 
best and therefore most readily attain the level of his general 
ability is determined by his special abilities. 

Specialization and Integration, — Organization entails spe- 
cialisation so that each person's job is limited to a particular 
level and a particular kind of activity in the work of the whole. 
In various executive and staff positions, particularly in research 
work, constructive thinking and original planning of high order 
are required. They may be of equal or higher order in some 
staff positions than in superior executive positions. Plans and 
decisions of executives often depend upon the disclosures and 
advice of staff persons. This may seem to conflict with the 
order of their levels of work. It is not confiiction, however, 
since organization entails integration together with specializa- 
tion, and integration assigns to administrative positions juris- 
diction of wider scope in the activities of the enterprise than 
their subordinate positions. They, therefore, represent higher 
levels in the work of the enterprise than their subordinate posi- 
tions although some of the subordinate positions may require as 
much or even more general ability. In such positions, it per- 
tains to a narrower scope of activity in the work as a whole. 

In an enterprise, therefore, the specialization of work in two 
dimensions, one as to kind and the other as to level, relates to 
the abilities in human nature — general and special and to the 
laws of organization. It is not an arbitrary assumption for 
payroll administration. 

Classes of Functions. — Kinds of activity or classes of func- 
tions are fields of activity in which individuals work, such as 
engineering, mechanical operations, purchasing, sales activities, 
accounting, clerical activities, general administration, etc., with 
many ramifications. They may or may not closely follow the 
departmental pattern In Table I, classes of functions are 
shown horizontally and may be extended indefinitely while level 
of work is indicated by the grades outlined in Figure 6, in the 
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vertical direction. There is no basis for ranking one class of 
function higher than another except as the jobs which it includes 
may be graded higher, as shown by the placements in the table. 
That is, the development of a function in the organization is 
according to the jobs which it includes. Accounting may out- 
rank designing because it contains one or more jobs of higher 
level or the reverse may be true in some organizations. General 
administration outranks other classes of functions only because 
it includes the positions of president and other executives, such 
as general manager, which have jurisdictions of widest scope 
in the organization. Some jobs in general administration, such 
as executive assistant, however, may rank lower than jobs in 
other functional classes. It is evident therefore that the same 
scale of levels of work is common to all functional classes and 
there is no basis for establishing grades for jobs in different 
departments or groups separately. It prevents equalization of 
standards for the organization. 

Evaluating the Jobs. — As shown in Figure 3, the adminis- 
trative position at the head of each subdivision is found to be 
within the limits of a small number of grades. In evaluating 
the jobs, these may be located tentatively at first, using the 
organization chart, Figure 6, the job specifications and the out- 
line for job analysis, preceding; then, subordinate positions can 
be placed with reference to them and to each other, using Fig- 
ure 6, the job specifications and the outline for job analysis, 
making adjustments back and forth until the entire pattern is 
completed. As placements are made from higher to lower jobs, 
the proper grades, of some of the jobs, particularly the loner 
ones, become quite obvious and we can retrace the process 
from lower to higher, correcting tentative placements until all 
of the jobs are satisfactorily evaluated with respect to each 
other in the same subdivision and with respect to those in other 
subdivisions. 
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It is sometimes asked: "How can jobs in different kinds of 
work, such as office and plant, be compared as they are so dis- 
similar?” It is not usually necessary to make direct compar- 
isons between them but levels of work are common to both and 
they are a common basis of evaluation. Aspects of comparison 
pertaining to level, represented by requirements listed in the out- 
line for job analysis, are common to both so that differences as 
to kind or field of work do not affect job evaluation. 

The weighing of jobs, one with another, is simple and prac- 
ticable when we know the jobs and the organization and are not 
attempting to make grade distinctions of absurdly small values. 
Arranging jobs in ranking order is comparatively simple to 
those who know them and it is not difficult for a number of per- 
sons to agree upon it, cither in committee or working separately 
and conferring with each other afterward. Figure 7 may be 
used to advantage for listing jobs and checking the grades as 
they are determined. 

In the outline for job analysis, preceding, various require- 
ments of a job are stated as having a bearing upon the level or 
scope of the job in the work as a whole. If differences as to 
grade (level) are not positively apparent in weighing jobs one 
with another, these requirements, considered one after another 
in making the comparisons, should reveal the graded sequence 
or approximate equality. By using Figure 8, several jobs may 
be considered together Enter the job titles in the spaces pro- 
vided and check for each job the appropriate requirements from 
the list on the form The sequence or the approximate equality 
should then be more apparent than before and it may be entered 
numerically at the bottom of the sheet for use in referring back 
to Figure 7. 

The items with which we 3re concerned in job evaluation 
pertain to various observable aspects of jobs according to which 
we can make comparisons and judgments. They relate to the 
extent of jurisdiction through administrative chamtefs, which 
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constitute the “nervous system” of the organization, and to 
relative scope from other aspects. They do not constitute sep- 
arable job factors or elements to be assigned values which, 
counted up, represent the worth of the job. Human functions 
and organization relations are not so easily identified, measured, 
and circumscribed. A factor is or represents something of the 
nature of an element which enters into the composition of some- 
thing else and is separable from other components. An aspect 
is a viezv of the thing as a whole as it appears from a particular 
standpoint. It is not separable. 

Items considered as factors are largely intangible as to both 
quality and quantity and such a set of factors falls short of 
including everything which a job may comprise. Evaluations 
of factors themselves when attempted are, therefore, gener- 
ally very arbitrary. Mathematical accuracies computed from 
guesses and assumptions to begin with are misleading in them- 
selves and, moreover, fail to take account of the job as a whole 
with relation to the other jobs in the organization system or the 
combined pattern of activities — the coordination of jobs. They 
focus upon the isolated job and isolated details and frequently 
relate to conditions which are extraneous to the job activity. 

For example, it is quite possible that, from the viewpoint of 
education required, degree of skill involved, money value of 
material or equipment worked upon, time usually required to 
become skilled, number of persons available for the job, etc., 
the jobs of chief engineer and a subordinate division head may 
be nearly identical. However, the occupant of the former has 
the wider jurisdiction and control in determining the progress 
of work in the organization through the men subordinate to him 
which clearly places his job at a higher level. In this case, if 
we inject a value for “jurisdiction,” there would be a difference 
in the results, but the item “number of persons available for the 
job” is extraneous to the situation. Moreover, it is hardl} 
possible, either theoretically or practically, to compile a list of 
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tens sufficiently comprehensive lo cover [I, esc and all the other 
jobs the organization and figure out .heir qualitative and 
quantitative values so that a mathematical calculation in each 
nholc "° U ' d r ' F ' SC "' i,s ,ruc slalus in <><c work as a 

of v "’ !S m ""° d ° f eVa,, “ ,iDn ’ «* »* of the series 

of levels which comprehends the range of work of the organiza- 
lon provides a real basis of reference for the job units in the 

a TmioSs ^ d m “ k m0rC aml m ° r ' “o' 1 -- « represent- 

atn e jobs of the various kinds are placed in it. 

"poim ™, il°' ' I* S T amm <^ as a factor in so-called 
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Even the feature of time usually considered necessary to 
acquire the degree of skill or proficiency required in an occupa- 
tion varies with circumstances. Suitably selected men with two 
to three years of high school education require an additional one 
to two years of intensive training in a typical electric substation 
before they can be entrusted to handle the substation. This is 
necessary largely because neither the school nor the general 
environment supplies training or practice in the highly special- 
ized skills and knowledge which are necessary for the work. 
This work, however, is only in a lower level of “skilled service” 
and little above that of street car operator. Somewhat the same 
type of man can be trained in four weeks to operate a street car 
safely. The time is shorter in this case because many of the 
primary skills involved in street car operations are developed 
in the everyday activities of the individual. It is unfair to rank 
the first job above the second in direct proportion to the greater 
length of the training merely because the training starts approxi- 
mately from scratch. 

Money value of material or equipment worked upon as an 
item in evaluation is often taken for more than its real signifi- 
cance. Spoilage is to be avoided in the work or handling and 
this requires a particular degree of skill or alertness according 
to circumstances. The skill or alertness are the requirements 
to be considered in evaluating the job rather than the cost of 
the articles worked upon. 

Similarly, money returns from commercial activities such as 
sales and purchasing must be considered only in the concrete 
significance in job evaluation. Techniques in sales and other 
commercial activities show results in terms of money but this 
in itself does not merit a higher evaluation of the job than the 
same grade of technique in other fields, such as engineering or 
accounting. Results of work in these fields might also be shown 
in terms of money by some calculations and may be equal to or 
greater than might be shown in commercial fields. 
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Above all else, in j 0 b evaluation, the items which , ve use in 
making companions anti judgments should relate to the job s 
tlu mselves and should not include such utterly extraneous con- 
..derations as prevailing rates of compensation in a locality or 
the number of persons available in the labor market. These 
. ems pertain to the economic aspect of labor entirely and have 
, o b arms upon the relative scope of a man's work in an organ- 
work a /' e " h " shoo,d "t employ items pertaining to kind of 
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COORDINATION OF COMPENSATION STANDARDS 

Well-balanced payroll distribution in any organization re- 
quires coordination of standards of compensation with the 
gradation of positions or jobs. Many irregularities will exist 
in any payroll unless a gradation of rates is established to coordi- 
nate with the gradation of work and is maintained under cen- 
tralized control. The rates in some departments will be higher 
than in others for work of the same level. Even within depart- 
ments such irregularities will be found, particularly where 
unequal bargaining power among individuals or groups is exer- 
cised or where increases are granted haphazardly. In some 
large organizations, standards differ among departments as 
much as among different enterprises. As long as such condi- 
tions exist some individuals will draw more than their share 
of the payroll distribution and others less. It is folly to assume 
that the personnel will not sense these inequalities and react in 
loss of faith, confidence, loyalty, and cooperation. 

Rate Ranges. — Moreover, unless we establish a range of 
rates for each job instead of a single rate there will be no way 
to recognize differences in proficiency among individuals and 
no way to increase the rates of individuals as they develop in 
proficiency without being advanced in position. If we establish 
one range for each grade or level of work, these requirements 
will be provided for and all positions or jobs of the same level 
will have the same standards of compensation in all departments 
of the organization. Also, if the ranges are of the same relative 
length and the same relative difference apart, all individuals will 
have the same opportunity to progress in their jobs, in so far as 
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the rates of compensation arc concerned, and the ranges of com- 
pensation will differ according to level of work. 'I hat is, they 
will comprise standards which arc coordinated with the grada- 
tion of positions or jobs. Therefore, the job evaluation and 
the coordinated rate range together furnish fair standards and 
limits for the compensation rating of the individual. 

A differential of much less tlian 10% between the rates of a 
Tange and between the median rates of adjacent ranges is too 
small to be appreciable except among the higher rates, and 
among the lower rates the differential may be somewhat greater. 
This is shown in Figure 9 and Table II. Each range here 
shown includes five rates. For the five lowest grades, the pro- 
gression from rate to rate and from median to median as well 
as from minimum to minimum and maximum to maximum is 
more than 10$ For the next twelve grades, it is approxi- 
mately 10% and above these it is less than 10%. These condi- 
tions, of course, are arbitrary but we can assume that the 
ranges should have scope sufficient to permit adequate advance- 
ment to individuals who become highly proficient in their work- 
hut cannot be advanced to other jobs. Moreover, an increase 
of approximately 50% from the minimum rate to the maximum 
rate of a range is not unreasonable. 

The number of ranges of rates which can be used in practice 
determines the number of levels or grades of work which can 1)C 
recognized in job evaluation as wc must have a different range 
for each grade of work. Figure 9 is a composite of the scale 
of service grades of Figure 6 and a series of rate ranges, one 
for each grade, fulfilling the conditions stated above. 

In compiling such a system of rate standards, we can first 
examine the payroll and ascertain the actual range of rates for 
the jobs in each grade according to the job evaluation. With 
this done, it is simple to determine the median rate of each range, 
align the median rates in grade order, and draw the curve which 
they represent, In doing this it is necessary to resolve all rates 
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Figure 9. Chart of Service Grades and Rate Changes 
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Table II. Progression of Rates in Ranges of Table I and 
Figure 9 


Range 

— 


(1) 

40 

45 


(2) 

50 

55 

(57.50) 

(3) 

60 

70 

(6750) 

(4) 

70 

81) 

90 

(5) 

80 

90 

(9250) 

100 




(10S) 

(6) 

95 

105 

115 

(7) 

110 

120 

(120) 

(8) 

(9) 

125 

140 

140 

155 

(137 50) 
(155) 

(10) 

160 

175 

075) 

01) 

180 

200 

(197 50) 

(12) 

200 

220 

(222 50) 

03) 

04) 

225 

250 

250 

275 

(24750) 

(275) 

(15) 

(16) 

280 

315 

310 

345 

(305) 

(340) 

(17) 

350 

385 

(38250) 

420 




(425) 

(19) 

400 

450 

440 

490 

(480) 

(20) 

510 

550 

(53750) 

(21) 

575 

623 

(605) 

(22) 

650 

700 

(680) 

(23) 

725 

77S 

(762 50) 

(24) 

810 

870 

(850) 

(25) 

890 

950 

(94250) 

1025 


90 100 
100 115 

115 130 

130 145 
ISO 165 

1/0 185 
190 210 

215 235 
240 265 
270 295 

300 J25 
330 360 

370 400 
410 450 


520 560 
575 625 

650 700, 
725 785 
810 875 
900 975 
1100 1075 

1100 H75 


Progression more than 10% 


Progression approximately 10% 


Progression less than 10% 
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to the same denomination, such as the monthly rate, which repre- 
sents income to individuals for full-time work whether their 
full-time working hours are the same or variable. The ranges 
can then be adjusted to meet the required conditions. 

If the curve which represents the median rates and the curves 
which represent the minimum rates and the maximum rates do 
not increase in slope by approximately the same percentage dif- 
ferential from grade to grade, it is obvious that the level of 
compensation of individuals in some jobs is relatively less than 
the level of others in jobs of lower grade. 

Rate ranges in such a system necessarily overlap. This is 
rational because the differences between adjacent grades are not 
large and highly proficient individuals with long sendee in a 
job should be rated higher than those of considerably lower 
proficiency and shorter service, although in work a grade or 
more higher. While overlapping ranges have some rates in 
common, the higher ranges have higher minimum rates and 
higher maximum rates available to the individuals. If we 
should establish only one rate for each grade of job, all individ- 
uals in jobs of the same grade would be compensated alike, 
ignoring differences in proficiency and length of meritorious 
sendee. Attempts to overcome the inequity of this situation by 
making more grade distinctions with smaller rate differentials 
lead to confusion between grade distinctions and proficiency 
distinctions. 

The rates may be raised or lowered as a whole, on a per- 
centage basis, without changing their relationship and so may 
be adjusted to conform to changes in business conditions or in 
the productive efficiency of the organization as a whole. Ad- 
justments for a particular class or group because of changes in 
business conditions, without affecting the entire organization, 
would be discriminatory and inequitable. 

Minimum Rates. — The minimum rate in any range is the 
lowest rate which should be assigned to an individual in any job 
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mtlun the grade to which tire range applies. If the individual 
does not nient this rate, he should not be permited to retain the 
lob. If he .s not fully np to it, he should he given a designation 
of Ion er grade until he grow s up to the standards which the job 
requires. J 

est r.A" I:T f l::n Kates ~ TI,c "err i at to;/ rate represents the high- 
est rate of tneome whtclt the status of the job normally ju.il- 
fa to the tneutnbem. Lde the other rates of the range, it 

bonus or c 0mPm "i °' of this pL a 

bonus “™ mis!,on - or ot P 1 '" rates of production, men a 
earnings of lssl .°"'. or P lcce rate to any extent determines the 

t s tzlz r 

for the nos, lion „ , s, '""lord of ma rimum proficiency 

tzation and the an, * *° tb f olbcr Prions in the organ- 

tion through the payroll ° gross income available for distribu- 
bes. workers not inn •• SbM, ,' d be " of the 

* -gen, us" something mme'ThL th" “°“ M *“ b '" Cr P “ ) ' 
hold the others do,™ h ”™ th ' maximum rate than to 
performance ^ ° f ,hdr to match his 

be established '" tIi^Iv b j' , ' Ve,l,at no ma-ximtun rates should 

as he can earn in anv uJ i t. n ' an sbotdd be paid as much 
how much 2 What * is worth. But 

when there is a limited smn , .' 3t ,S he " ort!l ,n an }’ job 
bution to all? Values are r T.-° f mCOme avaiIab!e for distri- 
Vidual in an organization ** *'*’ not abso,ute > a ”d the indi- 
rather than an absolute amoura' distri b«ion 

day s work in a job of anv • • indn,dua l doing a full 
than one doing a full day’s wSrWn ^ f h °^ !d be P aid more 
follows that there must be » c» • 3 Job of ,ower level. It 
°PPing point or maximum rate 
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for ever)- level of work. Without it and with a limited amount 
of income available for payroll distribution, it would mean 
that some persons in lower positions would receive more than 
their share and some in higher positions less. Equity requires 
equal gradation in the series of maximum rates as well as of 
minimum rates. 

Incentive Rates. — Incentive rates are normally as effeeth-e 
within the proper range for the job as beyond it. They are 
merely the returns for the “day's work” which lends itself to 
quantitative measurement. The full day’s work of a kind which 
can be so measured, however, does not merit a higher return to 
the individual than that of a kind which cannot be so measured 
but is equal as to grade. We are not concerned here as to 
details of “incentive plans.” There are various conditions 
which should govern them beyond those mentioned above. 
Payroll administration in general includes the incentive princi- 
ple very definitely and it can accept “incentive plans” in the 
specific meaning of the term, either in offices or in shops, as 
special means of gauging individual proficiency, in part. Incen- 
tive plans are not the means of gauging individual proficiency 
in the entirety because there are aspects of employment which 
are not comprehended by them, such as attitude, loyalty, asso- 
ciation, reliability, etc. Incentive plans, in any event, are sub- 
ordinate to the general plan of distribution which payroll admin- 
istration represents . 1 

The General Level. — The general level of rates of pay in an 
enterprise is represented by the average rate on the payroll. It 
is determined by a number of factors, some of which are 
peculiar to business at large and others to the enterprise itself. 
Under payroll administration, which represents a plan of distri- 
bution, the general level is governed by systematically determin- 
ing the rate ranges for the jobs and assigning the rates to 

1 See R. S. Uhrbrock, "A Psychologist Looks at Wage-Incentive Meth- 
ods,” Ins!, of Afgt. IS, American Management Association, 1935. 
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individuals. There is no known formula for sharing income 
belli een investors of capital and the people employed in an 
enterprise. However, principles of budgeting income distribu- 
tion judiciously on the basis of past experience and probabilities 
from year to j ear can he applied according to a policy of distri- 
bution which is reasonable and fair to all concerned. A plan 
of payroll distribution entails budgeting the amount for dis- 
tribution through the payroll with relation to other amounts and 
the prosperity of the enterprise front vear to year. In the 
assignment of rates to individuals, increases are granted to 
individuals more or less frequently according to the available 
income for distribution and according to the proficiencies of 
the individuals. The budget should systematically set forth the 
availability departmental!}-; and periodic remoter of the payroll 
for every deferment should insure the fair consideration of 
all individuals. Moreover, the rates of the ranges may be 
b, Z ° r acror<li "S ,0 available income for distri- 

the r»d- )ar 10 >“ r h chief guide to 

he adjustments The most essential condition vvithrespec. 

work R ra " S " “ vci«i the gradation of 

aisedo ^ a!5 ” n " d arbi,rari, i- “ base rates and 

can be bud f * aCC<miin g ,0 ,he amount which 

can be budgeted tor distribution from time to time 

,h ' ref ^ ■«- 
l; J t“ %£££*" 

T C P roficienc >' of the individual in his job. 

pris^dSm^-'?'" income of the enter- 

leve, ol’SX' •>« general 

the principle of t P enod of time, we are applying 

known. It should to apprKlatrfb Sh °“ Id ^ made 

factor and various Jd” - . *?“ “ 

B rom > ear to year, it is well to 
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apply it as a percentage addition to the base rates established for 
the ranges. The rate ranges, therefore, may be established for 
a level which probably can be maintained for a long time for 
base rates and, each year, if the previous year’s income has been 
sufficient, a percentage can be added as a bonus, making it known 
at the beginning of the year what the percentage of the bonus 
will be and that it is for the year only, the amount, if any, in 
future years being contingent upon conditions. This mini- 
mizes the probability of making actual reductions in the estab- 
lished rates when income falls off. 

Cost of Living. — Changes in general price levels or the value 
of money, affecting the cost of living, react upon the general 
level of rates of pa}- from the aspect of price and we assume 
that with a going concern the level of rates will support ade- 
quate standards of living. Individuals, however, are paid 
because of participation in productive enterprise and not be- 
cause of their needs. The general level of rates of pay which 
can be reached depends upon the income and the efficiency of 
the enterprise rather than upon cost of living. How the indi- 
vidual spends his income has no bearing upon his earnings. 
They should represent his participation in the enterprise re- 
gardless of where or how he lives or his social status in the 
community. 

Length of Service. — In any specialized job, more or less 
time in the job itself, or in previous work similar to it, is 
necessary for the acquisition of a high standard of proficiency 
and still more time is necessary to establish a record of sustained 
proficiency. Therefore, length of service to some extent enters 
into the question of rating but it should count only in so far 
as it pertains to a record of sustained proficiency and lo}alt}. 
Too frequently it is considered instead of proficiency in grant- 
ing increases in rates. It is not in any sense a measure ot pro- 
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ficiency and should not be, in itself, the basis of rating the indi- 
vidual in the range of his job. 


Time Limits — In higher positions, activities have longer 
cumulative effects and the attainment of proficiency requires 
more time than in lower positions. Periods between increases 
in rates should, therefore, be longer for higher positions than 
for lower positions. Moreover, many lower positions are 
occupied by young persons who arc rapidly approaching ma- 
turity and developing more rapidly in proficiency than persons 
in later years Accordingly, time limits for rate increases 
should be established, for example— three months for positions 
m grade eight, six months for positions in grades six and seven, 
and one year for higher positions. Limits of 10% as to 
amounts arc reasonable or the theory of preferred numbers 
may be utilized Time limits taken from the dates of employ- 
ment of the individuals or the dates of their last increases hate 
a distinct advantage o\cr the establishment of annual or semi- 
annual calendar dates for granting increases as they eliminate 
e expectancies and disappointments throughout the organiza- 
t-on at these times which always occur with the practice of 
grantmg increase only at the first of the year or some other fixed 
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2“' ' rfT ” ''? ht l, °” S "' ork P“ "bile others require 
Th ich r T? ° t,Cn ” is ' S 31 *° whether or no. the jobs 
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t dS r K, ”' dera,i0n - hourly rates are paid, 
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but the rates will not be the same if they are derived from a 
monthly rate basis by the formula given in Figure 9 . In order 
to rectify these inequalities, a standard number of hours can be 
adopted for changing rates from the monthly basis to the hourly 
rate equivalents. Eight hours per day may be taken as a fair 
standard ; then, the hourly rate equivalent to a monthly rate in 
all cases would be the monthly rate multiplied by twelve (yearly 
rate), divided by the number of working days in a year (daily 
rate) and divided by eight. On this basis of conversion, men 
working eight hours per day could reach the maximum limits 
of their rate ranges; for an average of less than eight hours 
they could not receive as much but, for more than eight hours, 
they could receive more, which would be equitable. 

The Job’s Worth. — The worth of a job in an organization 
is therefore a relative value, not an absolute value, and it can- 
not be represented as an exact number of dollars. In dollars, it • 
can be represented only as a range of rates providing for indi- 
vidual differences and related to the job status and the income 
available for payroll distribution which may change from time 
to time. 



CHAPTER 6 


JOB CLASSIFICATION 


Gassification enables us to consider and deal with things 
together according to peculiarities which they possess in com- 
mon. A classification may be on a superficial or arbitrary basis, 
such as an alphabetical classification, serving only as a conveni- 
ence, or it may be upon a basis of fundamental relationship 
when it is known as a natural or real classification and serves to 
insure like treatment to like things. In payroll administration, 
lioth types of classification are necessary in dealing with posi- 
tions or jobs and the persons in them but it is most important 
to avoid confusion between the arbitrary and the real bases of 
distinction. Moreover, unless we arc consistenl in adhering to 
the peculiarities vs hicli are taken as the basis of classification, any 
classification will become muddled, confused, and misleading. 


Functional and Graded Classifications—Wc have seen 
that the positions or jobs in an organization have two outstand- 
ing real differences which must be considered independently in 
order to fully identify and evaluate each position or job. One 
o these is m kmd of function and the other is in grade of 
function or level of work with respect to the work as a whole, 
n ab e I, they follow tw o dimensions. In order to know fully 

L w S J ° b 15 We n,Ust know not only the kind of work 

n which he is engaged but also the grade or Icz-cl reached by 
activity in the operations of the enterprise. Each of these 

TfunctionaUl ^^cation. The one is 

/ rSrf fl, '° nand the ° tl,er is a Graded classification. 
bv le sameti't 6 " TT ^ Potions 

k C tU,e genera ”y indicates - ilthoogh 
roughly and often by implication only, both kind and grade 
84 
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of work. For example, “Machinist” means highly skilled 
machining; Machinist. 2nd Class” means work of the same 
kind but of less skill; “Laborer” means manual activity involv- 
ing little skill ; “Clerk” means routine office work. If the title 
is not specific, modifying words are added to it when a specific 
meaning is required, as in “Assistant Clerk,” “Machinist, 2nd 
Class,” etc. In all cases, the two ideas — kind and grade, are 
called forth. They require two separate classifications which, 
however, may be compiled in a composite statement or tabula- 
tion. The title is a composite statement, however it may be 
abbreviated, of the two ideas and we must not lose sight of 
their requiring independent consideration. 

Classifications of occupations at large for the consideration 
and treatment of social problems should not be confused with 
job classifications within enterprises. A classification of occu- 
pations at large can take no account of the organization relations 
of individuals within an enterprise. It therefore cannot evalu- 
ate individual participation in production and may be more 
harmful than helpful if used in connection with payroll distri- 
bution. Class distinctions in the community at large are very 
different from distinctions with respect to organization relations 
within an enterprise. They lose sight of the individual because 
the basis for individual consideration with respect to participa- 
tion in production and income distribution is internal to his 
enterprise, and class distinctions at large are external to it. 
Efforts to obtain equitable distribution upon external considera- 
tions get nowhere. 

A “real” job classification in an enterprise does not restrict 
dealing with people as individuals. Instead, it facilitates deal- 
ing with individuals equitably. It enables us to reach or find 
the individual — to specify and evaluate his job so that we mat 
assign to him the particular rate of compensation which his indi- 
vidual proficiency merits within the range related to the status 
of his job. 
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Payroll administration, therefore, requires much more refine- 
ment in classification titan is common in the ordinary course 
of industrial and business activity in order to avoid the pitfalls 
mentioned above. Terms must be defined, standards must be 
set and usage must be held to them. This is done by job 
specification, organization charting, grade designation for job 
evaluation, the definition of functional classes and subclasses 


for functional classification, coordination of compensation 
standards and the enforcement of procedures. 

A composite tabulation of functional and graded classifica- 
tions of positions and compensation standards may be set up 
by defining the functional classes and listing the positions within 
each functional class with their grade designations and pay rate 
ranges, according to the following illustrations. This may be 
set up for the organization as a whole or by departments, sepa- 
rately. so that departmental officers may have their classifications 
separately. The following tabulation is illustrative only but it 
is adequate to show how a tabulation can be made to combine 
any functional and graded classification that may be required. 

complete classification for payroll administration includes 
the organization chart, which classifies and allocates the posi- 
tions by subdivisions of organization ; the chart of sendee grades 
an rate ranges, w hich coordinates the grades and rate ranges, 
igure 9; the composite tabulation of functional and graded 
classifications and rate ranges, as follows; and the job specifiea- 
ions which classify positions essentially alike by the same name 
and description A complete classification compiled by depart- 
ments is essential for distribution to departmental officers. 


Functional and Graded Classification of Positions 

A Auditing and Finance Class: 

dirMi'™ “' h0r!, >' or under 

reporting on the coredness end 
propriety of current payments i„ uhich the company is either 
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debtor or creditor : analyzing and interpreting evidence of financial 
transactions: deciding on and reporting on the accuracy and sig- 
nificance of financial records and accounts and the accuracy of 
claims : devising, installing, and supervising financial procedure 
and methods ; performing bookkeeping work prescribed in systems 
installed : extending credit ; making collections and disbursements. 

A-l. Accountant Subclass: 

Obtaining, analyzing, and interpreting evidence of financial 
transactions: deciding and reporting on the accuracy and sig- 
nificance of financial records, accounts and the accuracy of claims; 
devising, installing, and supervising financial systems and the book- 
keeping prescribed in the systems installed. 


Title 

Service Grade 

Rate Range 

Senior Accountant 

3A 

280-400 

Cost Accountant 

3 A 

280-400 

Accountant 

3C 

225-325 

Junior Accountant 

-1A 

ISO-265 


A-2. Auditor Subclass: 

Examining into and reporting on the correctness and propriety 
of current payments from the treasury of the company involving 
determinations as to the legal validity of claims against or in favor 
of the company as a whole and as to its separate activities; organi- 
zation and administration of general auditing and accounting pro- 
cedure. 


Title Service Grade Rate Range 

Controller 2A 890-1175 

General Auditor 2E 575- 785 

Auditor 21 350- 500 


A-3. Bookkeeper Subclass: 

Performing work involving double entry bookkeeping or com- 
puting, journalizing, posting, tabulating, and compiling data in- 
volved in bookkeeping procedure. 


Title Service Grade Rate Range 


General Bookkeeper 

4B 

4C 

160-235 

140-210 

Assistant Bookkeeper 

5A 

110-165 
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A -4. Credits and Collections Subclass: 

Obtaining evidence of the financial standing of prospective cus- 
tomers for the extension of credit; receiving and accounting for 
money received for service and collection of overdue accounts; per- 
formance of incidental clerical work and administration of these 
activities 


Title 

Credit Manager 
Supervisor of Collections 
Credit Man 
Collector 

Chief Cashier .. .. 
Cashier 

Assistant Cashier 


Service Grade 
... 3A 
... 4A 
... 4B 
... SB 
... 4A 
4B 
... 5A 


Rate Range 
280-400 
180-263 
160-233 
95-145 
180-265 
160-235 
110-163 


B. Clerical Class : 


Performance of or supervision of operations in routine office 
practice not specifically outlined by the definitions of other classes. 


B-l. Clerk Subclass: 


Performance of or supervision of the work of positions within 
tlds 0355 ^ SpCC ' ficaIIy outhned by the definitions within 


Title 

Chief Clerk A 
Chief Clerk B .. 
Senior Clerk A . . ' 
Senior Clerk B. 
Clerk A 
Clerk B . . 

Assistant Clerk 
Junior Clerk 
Confidential Secretary 
Secretarial Assistant 
Librarian 


Service Grade 
... 3D 
4A 
.. . 4B 
4C 

— 5A 
.. 6A 
. . 7 A 
.. 8 
... 4A 
... 4C 
... 4A 


Rate Range 
200-295 
ISO-265 
160-235 
140-210 
110-165 
80-130 
60-100 
40- 75 
180-265 
140-210 
ISO-265 


B-2. Stenographer ,„ d Typ.rt Subelar,- 
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Title Service Grade 

Senior Stenographer 5A 

Stenographer 6A 

Junior Stenographer 7A 

Senior Typist 6A 

Typist 7 A 


Rate Range 
110-163 
80-130 
60-100 
80-130 
60-100 


B-3. Storekeeper Subclass: 

Receiving, inspecting, classifying, storing, issuing on requisi- 
tions, accounting for and maintaining stocks of supplies, materials 
and equipment according to prescribed methods, or supervision of 
this work. 


Title Service Grade 

Storekeeper -1A 

Assistant Storekeeper 4B 

Toolkeeper 5B 

Stockman 6B 


Rate Range 
180-265 
160-235 
93-145 
70-115 


B-4. Telephone Operator Subclass: 

Operating telephone switchboards and performing incidental 
clerical work or supervising this work. 

Title Service Grade Rate Range 

Chief Telephone Operator 6A 80-130 

Telephone Operator 7A 60-100 

C. Designer and Estimator Class : 

Making studies, investigations, calculations, and cost estimates, 
developing designs and specifications and making the working 
drawings for construction work. 


C-l. Designer and Draftsman Subclass: 

Making studies and investigations, developing designs and speci- 
fications and making drawings for construction work. 

Title Service Grade Rate Range 


Chief Designer 

Senior Designer . . 

Designer 

Assistant Designer 
Junior Designer . . 
Senior Draftsman 

Draftsman 

Junior Draftsman 

Tracer 

Junior Tracer .... 


3A 

280-400 

3C 

225-325 

4A 

ISO-265 

4C 

140-210 

5A 

110-165 

SB 

95-145 

6A 

80-130 

6B 

70-115 

7A 

60-100 

S 

40- 75 
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C-2 Estimator Subclass: 

Making analyses of costs of construction work proposed and 
preparing estimates, construction orders, etc 

Title Service Grade Rate Range 

Superintendent— Estimating Branch 3A 280-400 

Senior Estimator 3C 225-325 

Estimator 4A ISO-265 

D. Mechanical Class: 

Performing or supervising operating practice in mechanical 
operations and manual labor, specialized and unspecialized. 

D-l Boiler Operating Subclass' 

Operation of boilers and auxiliary plant equipment and the 
routine care and maintenance of this equipment. 

Tl ,lc Service Grade Rate Range 

Boiler Engineer 4 A 180-265 

Assistant Boiler Engineer j r 140. ">10 

Si™*”' 0 ' & !£$ 

Stoker Operator 

Head Ashman £5 

S Sl» 

D-2. General Laborer Subclass 

Performance in manual work of any kind not of a highly spe- 
cialized chaiacter or supervision of this work. 

Cans Fm™ .. Sera Cn.dc Hair Hang. 

Special Laborer "S 110-165 

Laborer ® 70-115 

Coal Passer * • ^ 60-100 

Packer 7A CtklOO 

Shop Boy 6B 70-115 

’ " 8 40- 75 

D-3. Miscellaneous Trades Subclass: 

cha^rter^nt srJT‘c m ^ lan,C:l ' °P erat >ons of a highly specialized 
sisfon Spw,ficalJ y indu ded tvithin other classes, or hs super- 
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Title 

Service Grade 

Rate Range 

Blacksmith 

4C 

140-210 

Blacksmith's Helper 

6A 

80-130 

Carpenter 

4C 

140-210 

Carpenter's Helper 

6A 

80-130 

Electrician 

4C 

140-210 

Shop Foreman 

4A 

180-265 

Machinist 1st Class 

4A 

180-265 

Machinist 2nd Class 

4C 

140-210 

Bench Hand 

5A 

110-165 

Machinist's Helper 

6A 

80-130 

D-4. Prime Mover Operating Subclass: 

Operation of prime movers and auxiliary prime 

mover plant 

equipment and the routine care 

and maintenance of this equipment. 

or supervision of this work. 

Title 

Sen-ice Grade 

Rate Range 

Running Engineer 

4A 

180-265 

Assistant Running Engineer... 

4C 

140-210 

Oiler 

5B 

95-145 



CHAPTER 7 


ADMINISTRATIVE PROCEDURES AND RECORDS 


“How does it work?” is the question we hear about every 
plan and method. It may be rational and adequate in every 
aspect but a game does not play itself. Nor docs a machine 
run alone. \Yhate\er may be the merits of a means to an end, 
it works \ery much as we work it. The thing in itself must 
be adequate for the objecti\es but those who use it must exer- 
cise competency. So it is w ilh the procedures in payroll admin- 
istration which lia\e already been outlined as well as with 
those which are incidental to them. 


Centralization vs. Decentralization.— One of the chief dif- 
ficulties in any line of endeavor is to have responsibility for a 
program without authority or support sufficient to execute it. 
In payroll administration as in other lines of general administra- 
tion this difficulty arises in connection with the problem of cen- 
tralization versus decentralization in an organization. There 
must be a balance between the two forces if the whole is to 
function smoothly Too much of either causes disorder. De- 
partmental officers with unbridled power will do as they please 
and go in different directions so that no general policy can be 
eie ope and carried out This situation is too common to 
require elaboration Conversely, a central officer is too “far 
away to know well and be well known by the individuals 
remotely situated from him. He cannot really be “lord” of 

, !L S1 T' e « S , hlItnan mind can sense every local situation 
and make all the decisions. 

“ rta *_ n amount °f central control therefore is necessary 
Without going too far. Maintenance of standards is not all 
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missionary work and selling. A considerable amount of con- 
trol must be exercised if a policy is to be carried out. The 
policy may be conceived by the chief executive himself or, as it 
usually is, by administrative subordinates and “sold” or pro- 
moted until it achieves executive recognition and support. 
With this much accomplished and the preliminary surveys and 
plans made, in order to carry on the administrative work, an 
enabling order in some form must be issued by the authority of 
the chief executive. 

The Enabling Order. — In the enabling order for payroll 
administration it is necessary to declare that a plan of sys- 
tematic payroll distribution has been established, set forth the 
salient features of the plan and policy which supports it, desig- 
nate the administrative officer in charge, and set forth pertinent 
regulations. The order should stipulate specifically that : 

1. All Names upon the payroll be entered with correct job 
titles or designations of work being done by the individuals 
according to job specifications as certified by the respective 
departmental employing officers and approved by the officer 
in charge of payroll administration. Deliberate misstatement 
should be condemned as falsification. 

2. All Positions be evaluated and compensation rates lim- 
ited to ranges established for jobs according to their evaluations, 
stating the evaluation scheme and the established rate ranges and 
that the evaluations shall be made by departmental officers and 
the officer in charge of payroll administration in concurrence. 

3. Organization Charts be maintained for the various 
departments, designating all divisions, subdivisions, and posi 
tions in each with lines of authority and responsibility , that 
designations of departments and subdivisions shall conform to <■ 
terminology such as the following : 
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Department 

Division 

Section 

Crancli 

Unit 

Group 

(Other terms, of course, may lie substituted for these given.) 

Moreover, that perspective shall l»c shown by presenting 
subdivisions in their respective levels on the charts. The level 
of each subdivision should lie designated according to the high- 
est series of service grades which includes the grade of its 
administrative position in the following arrangement, unless 
superseded bj its superior administrative position, in which case 
it must be designated lower : 

Department. 2A— 2C 
Division, 211 — 2D 
Section. 2C—3A 
Brandi 211 — 4A 
l nit. JR— 5 A 

. f h..up. 4A — 6A 

tent ) arranRemcnt *' , ’“ t aI,- ' ,, * u,c a,, d may l>e varied to some ex* 


fnmi'f CS °\ at ' mi , nKlrat, ' c f*° s ‘ tmns should he required to con- 
f =n„ to grade order b, a scheme eel, as the following : 

Administrative 


Subdivisions 

Department 

Division 

Section 

Branch 

Unit 


Service Grades of 
Vdmmisirative Positions 


2\-2C 

J "I Manager 

2B — 2D . 

r / Engineer 

2C— 3 \ ( . 

' Director 

2D-IA ) ) 

Superintendent 

3B-SA V 

Supervisor 

4A— 6A j 

Foreman 


f’rt' sA— 6A / 

v l his procedure prevents 

propriate only to higher do . 5 t1lnor Positions being assigned titles ap- 
sions of the organization V ' CC Versa> and m!nor subdivi- 

«jual status with major subdivisi " ou ^ not be designated as of 
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The charts should he uniform in style, drawn as directed by 
the officer in charge of payroll administration and approved by 
the officers in charge of respective departments. 

4. A Conference Committee for payroll administration 
consisting of the Vice Presidents or other officers designated by 
the chief executive, and the officer in charge of payroll adminis- 
tration acting as Chairman shall serve to consider questions of 
policy and administration presented by any of its members and 
make decisions not inconsistent with this and other executive 
orders. The Committee should meet once each month or more 
frequently, as it may decide. (This Committee, obviously, 
may be one of wider jurisdiction in the field of labor relations.) 

5. Complete Classifications of Positions, functional and 
graded, for all departments shall be compiled as directed by the 
officer in charge of payroll administration and that he shall issue 
to the administrative officer of each major subdivision copies of 
the “Classification of Positions” pertaining to his subdivision 
as required. The classification should include the organization 
chart, the functional and graded classifications, the compensa- 
tion ranges, and the job specifications. 

6. Compensation may be rated by the month, week, hour, 
piece rate, or commission, as required by conditions, at the dis- 
cretion of departmental officers with the concurrence of the of- 
ficer in charge of payroll administration and the Conference 
Committee but, regardless of the basis of rating, income for 
full time work averaged for periods of six months shall be gov- 
erned by the minimum and maximum standards established for 
rating on the monthly basis. Conversion from hourly to monthly 
basis and the reverse should be stipulated to be upon a standard 
number of hours per week (see Table III). 

7. Records of Persons Employed shall be initiated b} em- 
ploying officers in respective departments using Emplo) ee s 
Service Record” blanks, Figure 10, in triplicate; that the copies 




rifrtire 10. Einplojrc Sen Ice Record filar 
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shall be sent to the officer in charge of payroll administration 
who will inspect them as to propriety of selection of individuals 
according to established employment procedures and as to the 
correctness and propriety of the entries according to the ‘'Class- 
ification of Positions.” rate, budget limitations and general reg- 
ulations, and make adjustments, if necessary. 

It should be stipulated that, when approved, he shall certify 
the copies, file the original copy as a record of the employee, 
forward the duplicate copy to the payroll office for payroll en- 
tries, and return the triplicate copy to the employing officer ; and 
that whenever a change in position or rate of compensation is 
proposed this procedure is to be repeated but the new entries 
transcribed in the central office to the original record sheet in 
order to compile a continuous record or history of the sendee of 
the employee. If the employees’ sendee records are numbered 
serially by departments and filed accordingly, reference to them 
by departments can readily be made. For many reasons this is 
an important stipulation for procedure. 

8. In even- subdivision of the organization, prior to the first 
of each year, a Budgetary Estimate of the personnel for the 
coming year and income available for compensation shall be 
prepared ; that essential information shall be furnished by execu- 
tives as to expected income availability ; and that forms and in- 
structions for the preparation of these estimates shall be pre- 
pared and issued by the officer in charge of payroll administra- 
tion, and tlie estimates delivered to him at or before the first of 
the year. 

_ It should be stipulated that all additions to the payroll and 
increases in rates of compensation shall conform to the limits of 
the budget as far as possible and that employing officer:? shall 
be informed when their limits have been reached. 

9. Increases in monthh- rates shall be granted in not kv? 
than such time as three months from the date of the la:t rate to 
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Table III. Rate Eovivalents— Hourly and Monthly 

40 Hours per Week Hourly Rate *= Monthly Rate 

lira per Wk. X Ay } 
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persons in positions in grade S, six months to those in grades 6 
and 7 and one year for those in higher positions; that the 
amount of increase at any one time shall be limited to such an 
amount as $10 per month for earnings up to and including $100 
per month; and that for higher earnings the amount shall be 
limited to such an amount as 10% of the rate per month. 

10. Payroll Reviews shall be scheduled by the officer in 
charge of payroll administration semi-annually (or at other in- 
tervals) for each subdivision of the organization and that they 
be organized and conducted essentially as follows : 

F or each subdivision a review committee should be appointed 
including the supervisors of training as well as those who di- 
rectly observe the individuals in their work. Prior to the meet- 
ing of the Committee, the officer in charge of payroll adminis- 
tration should ask the members to rate the individuals of their 
subdivision on blanks which he should provide for the purpose. 

It is generally agreed that no single form can be satisfactorily 
adapted to rate persons in all types of jobs and that rating scales 
are subject to various errors which limit their value. Neverthe- 
less, with judicious use, they are a practical aid in getting esti- 
mates of the work of individuals. Figures 11, 12, and 13, fol- 
lowing, are fair samples of forms for three different types of 
jobs. For other types, forms should be adapted in a similar 
manner. 1 

At the meeting of the Committee, the officer in charge of pay- 
roll administration should preside. He should present the pay- 
roll for the subdivision and call for the reports on each person 
enrolled, leading the discussion in each case and, for each name, 
enter the concerted judgment and decision as to any action to be 
taken. This should be provided for as shown on Figure 14. 
Data from the records of the individuals should be supplied on 
this form prior to the meeting as provided for on the form. 

1 For further studv of this subject, see M. S. V itelcs, Industrial Ps\- 
Chology, pp. 206 - 212 . ' 
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Figure 14. Payroll Review Chart 
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After the meeting, the officer in charge of payroll adminis- 
tration should collect the rating reports of the individuals con- 
sidered and file them with their service records. He should 
then hold the record of the review for follow-up of the decisions 
entered concerning the individual cases. 

The paj roll review periodically calls up the case of each indi- 
tidual for consideration and decision not only with respect to 
payroll adjustment but for the discovery’ of problem cases and 
early decision as to termination of service or continuance, pro- 
motion, transfer, training, etc. 

The Payroll Budget. — In making up the general budget 
from year to year, the program would be very incomplete if it 
did not include careful estimates of tbe personnel, salaries and 
wages. In order that these estimates may be obtained, an ac- 
curate survey must be made in each division of work as to tbe 
flow of work which can be expected, using all available data. 
The jobs which must be filled and the numbers of persons needed 
and their salaries or wages must be determined as fully as pos- 
sible. It may not he possible to obtain these data with great 
accuracy because of unknown factors which may enter into the 
calculations, but it is usually possible to set down minimum re- 
quirements and designate these in terms of jobs which must be 
filled. From then on, periodic revisions can be made by com- 
paring the estimated requirements with those which are actual. 

It can be stipulated that the minimum number of jobs shall 
be filled by individuals known to be satisfactory, who shall be 
designated as "permanent” employees. They are individuals 
who have been adequately trained in their respective positions, 
and they occupy all of the more important positions. They 
would be eligible to all services which may be established for the 
benefit of employees, such as insurance, sick benefits, vacations, 
pensions, etc. As time goes on they become more and more 
adapted to the work of the organization and less and less able 
to apply themselves elsewhere. Thus, they acquire tenure or 
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the expectancy to continuous employment, in so far as it can be 
continuous, and in so far as they maintain their proficiencies. 

Other employees who may be required may be known as 
“temporary’'’ employees, and the budget should designate prob- 
able requirements as to temporary employees according to such 
contingencies as it may be possible to anticipate. Temporary 
employees are limited to short service — six months or less, un- 
less they can be made permanent by filling vacancies caused by 
turnover or expansion. They constitute the additional persons 
necessary from time to time as the volume of work temporarily 
increases above the minimum. They can occupy only the minor 
positions requiring little training or they can function in stand- 
ardized operations for which they have been trained elsewhere 
and they have no expectancy or tenure. They, therefore, are 
not eligible to the special services created for permanent em- 
ployees. Temporary employees make up the elastic portion of 
the force for expansion and contraction, but their numbers 
should be so limited that their ratio to permanent employees is 
not over one to ten, if possible, in order not to create a general 
condition of insecurity. 

In the preparation of the budget each year, in each division 
of work, consideration should be given to the turnover which 
may be expected, caused by advanced age, physical condition, or 
by terminations for other reasons. Turnover figures should be 
kept currently under the direction of the officer in charge of 
payroll administration for all divisions of work and kinds of 
jobs. They 7 should be supplied to departmental managers, since 
turnover conditions affect the distribution of income to salaries 
and wages and the total number of persons who will be em- 
ployed during the year. 

The division of the budget which relates to salaries and 
wages may 7 be known as the “ Payroll Budget.’’ In this, the al- 
lowances should be considered as of two portions — one consist- 
ing of the rates of individuals already employed or to be em- 
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Figure 15. Employee Budget Estimate 






Figure 16. Payroll Budget Control 
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ployed and the other of increases in these rates for particular in- 
dn iduals which it may be necessary or possible to grant 

A copy of the payroll budget for each subdivision of the or- 
ganization should be obtained by the officer in charge of payroll 
administration. This budget should then be credited or debited 
for every payroll change which is approved, and no additions 
should be approved bejond the limits of the budget except by 
executhe approval (see Figures 15, 16, and 17). 
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Figure 17 Detail Sheet of Payroll Budget Control 


Transfers and Promotions. — In the procedure for employ- 
ment, ample provision must be made to transfer employees from 
one job to another as work in one line becomes less active than 
in another. When an opening occurs, before considering a new 
applicant for employment, a search should be made to find some 
one available for transfer who can do the work, and likewise, 
when some one becomes superfluous, a search should be made to 
find an opening which he can fill or an immediate prospect of 
one. 

The payroll budgets of the various departments should be 
studied and a program worked out for the changes contem- 
plated, as far as possible. Reports should be obtained from em- 
ploying officers, as far in advance as possible, whenever a person 
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is available for elimination or transfer and whenever additional 
persons are required in any of the divisions of work. 

The practice of filling jobs by transfer, as much as possible, 
results not only in saving individuals from losing their employ- 
ment but also, in many instances, it accomplishes promotions 
with an improvement in morale. One opening may lead to the 
advancement of more than one person by stepping several per- 
sons upward in succession. 

When a vacancy occurs, particularly in a highly skilled posi- 
tion, it is not always easy to find just the right person who is 
available and qualified for it. Understudies, of course, should 
be in training for even- job, and good management will provide 
for them in ever}- division of activity, but frequently situations 
arise for which no one is obviously at hand. 

The job classification should be of assistance in these regards 
in setting forth the similarities of jobs. Positions which are 
similar and have similar mental and physical requirements pre- 
sent possible candidates for transfers and promotions. 

Various methods of cataloging individuals by qualifications 
are in use for making selections for transfers, but they are 
usually not comprehensive and qualified persons are easily over- 
looked in a search for candidates. A sorting machine can be 
used to advantage in this connection as well as for quickly as- 
sembling information for other purposes. A card is punched 
for each employee for a large number of facts, including age, 
length of service, kind of position, grade of position, location 
of work, regional residence, salary or wage, education, special 
training, special interests, test scores, prize awards, leadership, 
etc. (see Figure 18). A data sheet (see Figure 19) for each 
individual is used for coding the items. From the data sheet, 
which is kept with the employee’s service record in a folder, the 
card is punched for the employee. The cards are filed together 
in payroll number order, which groups them by departments an 
subdivisions. Cards for any department or subdivision, or or 




EMPLOYMENT DIVISION 
DATA SHEET 

FOR SORTING MACHINE CARD 


SUBDIVISION 


Payroll Number — 1 to 70,000 

Date of Birth 

Date of Employment 

f Permanent (0) Temporary (1) 

J Foreign Born (2) Naturalized (3) Former Employee Rehired (4) 

1 Male (5) Female (6) 

t White (7) Colored (8) 

f Single (0) Married (1) Widowed (2) 

Children (3) Other Dependents (4) 

l Home — Own (7) Rent (8) Board (9) 

Reside — Philadelphia Division (1) Eastern Division (2) Schuylkill 

Division (3) Main Line Division (4) Delaware Division (5) Penna. 
Outside V. E. Area (6) New Jersey (7) Maryland (8) Delaware (9) 
[Position __ 

(Class of Position 

— —Grade of Position 

Location 

Physical Examination A (1) B (2) C (3) 

Education — Grade School (1) High School (2) University Commercial 

(3) College (4) Engineering (5) Graduate (6) Post Graduate (7) 
Business (8) 

Special Subjects — Chemistry (1) Physics (2) Economics (3) Biology 

(4) Psychology (5) Education (6) Public Utility (7) Law (8) Art 
(9) Journalism (10) Sales (11) Advertising (12) Speaking (13) 

Teaching Experience (1) Speaking Experience (2) 

Insurance — Class A (1) B (2) C (3) D (4) E (5) F (6) G (7) H (S) 

I (9) J (10) K (11) 

Test Battery 

Test Score 

Type of Activity— Sales (1) Research (2) Supervisory (3) Routine (4) 

— . Employee Rating 

Monthly Salary or Wage 

Date of Rate Increase „ 

Speak German (1) French (2) Spanish (3) Italian (4) Jewish (a) 

Russian (6) Polish (7) Other (8) _> 

Athletics — Baseball (1) Basketball (2) Boating (3) Bowling (4) Box- 
ing (5) Football (6) Golf (7) Riding (8) Swimming (9) Tennis (10) 
Handball (11) 

Entertainment— Vocal (1) Instrumental (2) Dancing (3) Elocution (4) 

Acting (5) Acrobatic (6) , _ . T * ^ 

Hobbies— Writing (1) Debating (2) Dramatics (3) Radio, Licensed 

Opr. (4) Art (5) Photography (6) Flowers (/) Needlework (8) 
Nature Study (9) Aviation (10) Model Mailing (11) Scouts (12) 
Chess (13) „ • / 4 \ 

Prizes Won— Athletics (1) Speaking (2) Writing (3) Suggestions (4) 

(25-vear Club (1) , „ . 

(Employee Association (2) Athletic Association (31 

— (Military Organization — Army (1) Navy (2) Marines (3) 

(War Sen-ice (9) ^ ~ _ 

f Group Leader— Sales Campaigns (1) Company Educational (2) Lom- 

4 pany Organizations (3) 

( Education Refund (9) 

Company Training Courses 

Subdivision (if not indicated by payroll number) 

— Age at Employment . _ , , _ , » 

Monthly Earnings (Monthly Equivalent of Hourly-Rated Employees) 

Date and Reason for Termination 


Figure 19. Emploj'ment Division Data Sheet 
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the organization as a whole, can then be sorted and counted 
u ith respect to any of the data. This arrangement is very help- 
ful in compiling statistical data and figures called for on short 
notice, particularly as to rates, dates, numbers of persons, 
amounts, etc. 

With regard to transfers and promotions, the selection of 
possible candidates is very much facilitated by sorting out the 
cards of persons in jobs which are similar in character and of 
other persons who may have required qualifications indicated 
by items coded on the data sheet. In this way, the possibility of 
missing w orthy individuals is reduced to a minimum. The si (t- 
ing process finally yields a comparatively small number of in- 
dividuals for consideration in making selections. This method 
of finding candidates should not, of course, eliminate the con- 
sideration of candidates who may be personally recommended or 
found by other means, nor should it be a substitute for judgment 
in selection. It is a means of bringing up for review numerous 
individuals who would not otherwise be considered. 

Problems of Procedure. — In view of the traditions and 
variations among enterprises in industry it is not to be expected 
tliat such a policy and plan of distribution as we have been dis- 
cussing can become established and carried out with no resist- 
ance although it may have the sanction of the chief executive. 
After making the original survey and issuing the enabling order 
the work of carrying on begins. Although procedures are de- 
termined upon and instructions issued, the good will of the peo- 
ple throughout the organization must in a large measure be won. 
Old traditions make it necessary' to teach a new language, and 
concepts of organization principles and human nature are for- 
eign to many types of mind even among persons of education in 
some fields of thought. The discussion group either in a super- 
visory training or employee representation program is one 
means of meeting the situation. More than this, the day-to-day 
dealings with employing officers in the immediate problems of 
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interpretation and decision which they present provide oppor- 
tunity for disseminating information and harmonizing different 
points of view. 

Personal Prestige. — The tendency to judge a person’s stand- 
ing by who he is rather than by what he does is always strong 
and sometimes presents problems which no one will dare to face & 
It means setting aside personal prestige in favor of true evalua- 
tion of the functioning of the individual in the organization. 
Situations of this kind may be expected in any human organiza- 
tion. . They are characteristic of human nature. Sometimes 
organization relations are not clearly defined — with the result 
that jurisdictions are uncertain and pertinent questions cannot 
be answered. These conditions call for the exercise of diplo- 
macy and good judgment by the officer in charge of payroll ad- 
ministration and may challenge his ability to carry out the man- 
dates assigned to him. If he cannot depend upon higher execu- 
tive support, he can rely only upon his own resources and do the 
best he can — for sometimes orders are signed in general which 
will not be supported in every 7 particular. 

Executives’ Salaries. — It is obvious that only with the sup- 
port of the highest executive authority can a plan of payroll dis- 
tribution include executives’ salaries. For this reason it is com- 
mon practice to exclude positions above a certain level from the 
plan which is authorized for positions below this level. They 
constitute a small percentage of the whole. The work of execu- 
tives, however, can be described and evaluated or appraised as 
to level, like others, if they desire it to be done and will take 
part in it. 

Abstract Worth — In spite of the fact that the principles of 
job evaluation have been set forth, the question “What is the 
job worth?” is often asked entirely in the abstract as though 
this question were concerned with a money value dissociated 
from the interrelations among the jobs themselves and their pro- 
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ductive effects in the enterprise. The dissociation of ideas 
which gives rise to such notions frequently presents itself for 
correction among other things in the course of the day s work. 

However, dual situations do occur in which the individual is 
more or less in an independent position as well as in a position 
within the organization- He may he acting largely as a dealer 
in the service of the organization, supplying its market and tak- 
ing his profits as an independent dealer hut serving to some ex- 
tent also in the management of the organization cither in an ad- 
visory or executive capacity or both. A similar situation may 
exist with an individual who invents the product or the process 
of production or creates the character of the service which the 
organization produces. He may take his profits or royalties 
as an independent producer and serve also in the management or 
in a lower level of the work of the organization. The different 
phases of such a dual situation should be considered separately, 
and the compensation of the individual calculated as arising 
from the different sources independently if the claims in the case 
are valid. It is much like the situation of the stockholder who 
is also an employee. 

Differences Among Organizations. — Because of differences 
in character among organizations there are differences in prob- 
lems of procedure. Some enterprises such as those engaged in 
building construction projects, but they are not confined to con- 
struction industries, are confronted with the necessity of quickly 
forming an organization to carry out a program of operations, 
more or less extensive while it lasts, then of disbanding it when 
the project is completed Such an organization usually passes 
through many changes from the inception to the completion of 
its work and, because of this and its short life, the procedures 
of payroll administration must be considerably abbreviated in it. 
Nevertheless, a plan of payroll distribution and orderly proce- 
dures can be carried out. Other enterprises such as public util- 
ities, many enterprises engaged in manufacturing and other 
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types of industry are of a comparatively permanent and stable 
character. In such enterprises payroll administration has the 
advantages of time and stability of organization in developing 
its standards, procedures, and educational programs. Between 
these two extremes there are many shades of variation among 
enterprises so that standards and procedures, except for the ad- 
herence to basic principles, cannot be absolute or fixed the same 
for all. 

False Designation. — In day-to-day transactions, the employ- 
ing officer is often inclined to designate the title of the individ- 
ual’s job according to the rate of pay which he proposes rather 
than to correctly designate the individual by the title established 
for the job in which he is to serve and offer an appropriate rate, 
“mat’s in a name,” he thinks, so long as he gets the work done 
and keeps down the costs. Attitudes of this kind are among 
the obstacles to harmonious labor relations which payroll admin- 
istration aims to overcome. It must show that the title of the 
job, as defined by the job specification, represents a standard of 
zvork whose attainment by the individual assures him a corre- 
sponding standard of compensation from the enterprise as a 
means to lower cost of production than is to be attained by “gyp- 
ping” the individual via his rate of pay. Here again the officer 
in charge of payroll administration must be able to prove the 
meaning of the enabling order. If its executive sponsors fail 
to stand by it in test cases it proves to be only a gesture and the 
administrative officer can serve only in an advisor} - and persua- 
sive capacity' or weakened position henceforth. Supervisory 
persons have been trained under authority and many of them 
respect little else than its show of power. The officer in charge 
of payroll administration can show that the enabling order has 
real meaning and exercise effective control in the labor relations 
of the enterprise as long as he can properly exercise his govern- 
ing functions zzrith respect to the payroll. He thereby occupies 
the key position in the work of employment in the organization. 
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lie should comprehend, with the aid of his staff and affiliations, 
the requirements and participate in or, at least, pass judgment 
upon the selections and adjustments to meet them. He thus can 
enforce compliance with the standards established for admis- 
sions to and adjustments upon the payroll by specific procedures 
as previously set forth. 

It is not within the scope of this manual to review the various 
procedures involved in employment work. Payroll administra- 
tion is our concern We must realize however that it is a major 
function in employment work and is facilitated by being closely 
coordinated with the other functions of this work. 

Remote Control. — When various parts of an organization 
are separated from each other by long distances the question 
arises as to how can payroll administration be carried on. This 
condition is satisfactorily met in other lines of administrative 
work and, similarly , it can be met in payroll administration. The 
policy and plan of distribution, of course, are not affected by 
the condition. Procedures only are affected and they can be 
modified according to the circumstances of the case. In any 
case the officer in charge of administration can exercise general 
jurisdiction. He can appoint local representatives, train them, 
establish intercommunication and so carry on all necessary pro- 
cedures. 

Where To Begin — It is sometimes asked, “Where should 
the work be started — in what department first?” The answer 
to this question depends upon circumstances. According to 
the principles w hich have been stated, payroll administration is 
a general function affecting the organization as a whole. Other- 
wise different standards will prevail in different departments. 
If the work is seriously desired in general management, the 
survey will be made of the entire organization and the proce- 
dures initiated for the entire organization at one time. How- 
ever, under other circumstances, it may be taken up in one dc- 
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partment and, afterwards, extended to others until the entire 
organization is comprehended. 

Inconsistencies. — In administrative work in any field we 
must realize that there are many inconsistencies in the rough and 
tumble of daily life in business, in the family, in the govern- 
ment, and whatnot. They are often discouraging but they go 
with human life. We must take some of the bad with the good. 
These circumstances, however, do not prevent us from thinking 
and making rational plans to follow as best we can, knowing 
that every art follows a corresponding science. 
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